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Mr. Gary. The subcommittee will come to order. 

‘ We are pleased to have before us this afternoon the Postmaster 
reneral, 

Before you begin, General, may I call the attention of the committee 
and all of the others in the room, for that matter, to the fact that 
because the Congress is anxious to adjourn this year before the meet- 
ings of the conventions of the two major political parties in July, 
we are starting our hearings before the budget is presented official 
by the President. This is being done with the agreement of the Presi- 
dent, but he has been assured by the chairman of the Appropriations 
Committee that every effort will be made to keep the items of the 
budget secret until the President presents his budget on the 18th of 
January. 

(1) 
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_ It ought not to be necesasry to call attention to that fact, because it 
is the policy of the ane Committee not to release any in- 
formation from these hearings until after the hearings are completed. 
Then all of the statements and all of the testimony are released at one 
time with the published hearings. This is not due to any attempt on 
the part of the Appropriations Committee to keep information secret 
or to keep anything away from the public, but in the interest of orderly 
procedure it has been our policy not to release any information from 
the hearings until the printed hearings are published. I hope that 
everybody will be particularly careful to adhere to that policy this 
year. 

General, we will be very glad to hear from you at this time. 


GENERAL STATEMENT 


General Summerrievp. Thank you, Mr. Chairman and members 
of the committee. I, of course, am delighted personally to have this 
opportunity to appear before this committee once more, together with 
my top staff of the Department. I have a prepared statement, Mr. 
Chairman and members of the committee, that I would like to read 
for the record before getting into questions and answers. 

Before I do that, with your permission I would like to acquaint 
you with a number of changes we have made in our staff since the 
appearance before you last year. 


REVIEW OF STAFF CHANGES 


As you know, General Sessions was appointed by the President to 
be Ambassador to Finland, where I am sure we all agree he will doa 
very capable job. 

Mr. Gary. I received a very nice Christmas card from him from 
Finland which I appreciated very much. 

General Summerrieip. Yes. I am sure he will do a very capable 
job there because he possesses the combination of qualities so necessary 
for that particular job, and we wish him all of the success in the 
world in his new capacity. 

In his place, of course, is a new Deputy Postmaster General, Mr. 
John McKibbin, who is here with us on the right. You know Mr. 
McKibbin very well. 

Mr. Gary. We are very familiar with Mr. McKibbin’s record in 
the Bureau of Operations. 

General Summerrietp. He did an outstanding job in the Bureau of 
‘Operations and we are all very happy he is the new Deputy Post- 
master General. 

Mr. Bert Barnes, who was the Deputy Assistant Postmaster Gen- 
eral in Charge of Operations, is now the Assistant Postmaster 
General in Charge of Operations, and of course Mr. Barnes has been 
known by all of us in the Department for many, many years, and is 
one of the most valuable men we have. 

Another change is my former executive assistant, Mr. George M. 
Moore, who is now the Assistant Postmaster General in charge of the 
Bureau of Transportation, and is, of course, no stranger to the gentle- 
men of the Congress. We are very happy to have George as Chief of 

- that Bureau. Like Mr. Barnes, who has had a long and distinguished 
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career in the postal service and is well qualified to fill his important 
post, Mr. Moore also has had a wide range of experience in govern- 
ment and administrative matters and is eminently qualified for the 
position he holds. In the few weeks he has been in that Department 
he has done some tremendous things favorable to the whole postal 
operations in the field of transportation. ‘ 

Another change is Mr. Frank Barr, who was the former regional 
operations director in Wichita, Kans. He was promoted to be First 
Deputy Assistant Postmaster General, Bureau of Operations. Sub- 
sequently, with Mr. Barnes moving up to his present position, Mr. 
Barr has been named the Acting Assistant Postmaster General in 
Charge of Personnel, taking the place of our Mr. Eugene Lyons. 
Mr. Lyons has made one of the finest records that has ever been made 
in the Department, and is now the Special Assistant for Personnel 
Management to the President of the United States. 

Mr. Barr was an outstanding regional director, a man who had 
broad experience in the business field before coming to the Depart- 
ment, and we are very happy to have him in his new position, which 
he is certainly well qualified to fill. I will ask him to insert a short 
biographical sketch when he appears before you with respect to the 
Bureau of Personnel. 

Still another change is Mr. Nyle Jackson, who is now my executive 
assistant, replacing Mr. Moore. Mr. Jackson is here and I am sure 
he is known to all of you. Mr. Jackson has broad experience in the 
Government and in congressional offices. He is a most valuable addi- 
tion to my staff. I have asked him to insert a short biographical 
sketch in the record for your information. In case any of you gentle- 
men have not met Mr. Jackson, he is here. He is a man whom I was 
very pleased to have available to us and to make an executive assistant. 

Mr. Jackson was born in Bradleyville, Mo., on March 27, 1914. He attended 
high school in Springfield, Mo., and was graduated from Westminster College at 
Fulton, Mo., in 1935. After graduation, he moved to Seymour, Ind., holding 
several positions there in traffic management and advertising fields, including 
work on the Seymour Daily-Tribune and the Seyniour Weekly Republican. 

He came to Washington in early 1941 as executive secretary to former Rep- 
resentative Earl Wilson and served with Mr. Wilson until late 1942. Mr. Jack- 
son then entered the Navy as an ensign and saw duty as a gunnery officer on 
an attack transport in the Pacific and as an armed guard officer on ships in the 
Atlantic. He left the Navy in early 1946 as a full lieutenant. 

After his Navy service, he returned to Mr. Wilson’s office as executive secre- 
tary, and served there until January 1, 1953, when he became administrative 
assistant to former Senator William E. Jenner, of Indiana. 

Senator Jenner was a member of the Senate Post Office and Civil Service 
Committee, and Mr. Jackson assisted the Senator in numerous legislative studies 
of major postal and civil service bills, including the legislation for general Fed- 
eral and postal employee salary increases last year. 

Recently, since January 1, 1959, Mr. Jackson has served as a legislative official 
on the staff of Senator Thruston B. Morton of Kentucky. Mr. Jackson is a mem- 
ber of the American Legion, the V.F.W., and Pi Kappa Delta, national honorary 
forensic fraternity, and Omicron Delta Kappa, a national honorary scholastic 
fraternity. He is married to the former Elaine Hutcheson of Dallas, Tex. 

Another appointment was the former Member of Congress, Mrs. 
Cecil Harden, of Indiana, who is a special assistant to me in charge 
of women’s affairs. I am sure that that appointment has met with 
the approval of the Members of Congress who have known Mrs. 
Harden a the years as being one of the finest ladies and one of 
the most capable women we have had in the Congress over the years. 
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With the number of women we have in the Department today—and 
that number is increasing in percentage—I am sure that the women of 
the country and the women in the Post Office Department are very 
happy to have Mrs. Harden given that appointment. 

We will all miss Eugene J. Lyons, the first to hold the position, 
created in 1953, of Assistant Postmaster General, Bureau of Per- 
sonnel. Mr. Lyons not only organized the new Bureau, but in a few 
years brought it to the level of the best in the Government. With his 
new responsibilities as a Special Assistant for Personnel Management 
to the President, he will have an opportunity to continue his courage- 
ous public service on a larger stage. But there will always be a place 
in Post Office Department history for Eugene Lyons as one of the 
emnges architects of Public Law 84-68, the legislation that estab- 

ished the equitable and modern postal employee pay classification 
system. 

Those are the changes, and I can assure you gentlemen that the 
overall staff of this Department here in Washington has not been 
weakened. I think we are as well balanced in background and in gen- 
eral equipment and in dedication to service and effort as any group 
we have had in the history of the Department. I am very proud of 
them and I am very grateful to them for making their services avail- 
able to us. 

I do not think I have left out anyone of those whose duties have 
been changed since our last appearance here. 

Mr. Gary. We are very glad indeed to welcome these officials in 
their new positions, and also to welcome those who are appearing 
before our committee for the first time. We are well acquainted with 
most of them who have been appearing before us from time to time 
through the years, and we are pleased to have them with us again. 
We will be discussing various features of their activities with them 
later on in the hearings. We are particularly glad to welcome the 
new members of your staff and we hope and expect that they will 
carry on in the tradition of the Post Office. 

Mr. Streep. Mr. Chairman, I would like to join with you in a word 
of welcome to these new staff people, with a special word of welcome 
for Mr. Barr, who comes from out in my neck of the woods. We have 

had a lot of very happy associations with him and I am sure the in- 

crease in those associations here will be just as satisfactory. Since we 
have had that field experience with him I wanted to say a special word 
of welcome to him here today. 

Mr. Barr. Thank you. 

Mr. Gary. You may proceed, Mr. Postmaster General. 

General Summerrietp. Mr. Chairman and members of the com- 
mittee, this is my eighth appearance before you on behalf of an annual 
appropriation for the Post Office Department. The first was in April 
1953. I would observe that we have indeed come a long way together 
in these past 7 years. You gentlemen have given freely of your sup- 
port, encouragement, and wisdom in helping me and my colleagues 
carry out the responsibilities given me by the President. Had this 
unity of effort not prevailed, the Post Office Department would not 
have been able to improve its service and efficiency in the face of 
rapidly increasing mail volume. So let me express to you my most 
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heartfelt personal thanks for the help you have given me and my 
associates through these years. 

It may be of interest to the committee to know that, assuming I 
serve until the end of President Eisenhower’s administration and com- 
plete my own term in office, I shall have been Postmaster General for 
a longer period than any of my predecessors, with two exceptions, 
Postmaster General Granger, who served for 1214 years followin 
the year 1801, under the administrations of Thomas Jefferson cal 
James Madison, and J. Meigs, Jr., who served under Presidents 
Madison and Monroe for 9 years and 1 month. I have no particular 
pride for my endurance, but I am thankful that during this long serv- 
ice it was possible to initiate and complete with the help of the Con- 
gress and this committee many badly needed reforms of the postal 
service. 

Our interest here today is with the future, specifically the appro- 
priation for fiscal 1961, but since the future is largely judged by the 
past, I believe it will be appropriate for me to sketch for you the 
distance we have traveled together in 7 years. I am asking Deputy 
Postmaster General McKibbin to do this in broad terms at a lator 
time in your hearing. Each Assistant Postmaster General will, in 
turn, discuss the appropriation needs of the individual bureaus for 
fiscal 1961. 

IMPROVEMENTS IN THE POSTAL SERVICE 


For my part, I should like to relate the postal service, as it exists 
today, to the objectives for its improvement I stated before this 
committee on April 27, 1953. First, I said then that “we intend to 
give the American people the kind of postal service they have the 
right to expect.” We have gone a long way toward accomplishing 
this with our general reorganization of the Department. This re- 
organization has included management decentralization, our research 
and engineering program, our modern accounting system, our re- 
vised transportation patterns, our creation of a Bureau of Personnel, 
the extension of anal service, and our metropolitan plan of distribu- 
tion, which is probably the greatest single improvement in the postal 
service in the long history of the Department. Implanted in these 
and in our facilities modernization program are the seeds for a secure 
and ample postal growth for many years to come. 

I said further, “we intend to reduce the overall postal deficit sub- 
stantially through economies and modern management techniques.” 
The best accounting on this point is the simple observation that in 
fiscal 1959 we handled 20.2 percent more mail than in 1953 at an addi- 
tional cost in man-years of only 7.6 percent, which includes a 24.2- 
percent increase in city carrier manpower needed to serve our rapid 
population growth. Excluding the 24.2-percent increase in city car- 
riers to cope with the mushroom like growth of our suburbs, all other 
employment increased only 2.2 percent. 

Finally, I said in 1953 that “we hope the Congress will help us com- 
plete the job of balancing our budget.” Substantial progress was 
made to that end when in 1955 the deficit was reduced to $363 mil- 
lion. However, a series of increases in expenses was granted by the 
Congress and by the Interstate Commerce Commission, which re- 
versed the downward trend in our annual deficit. Consequently, we 
find ourselves today with a postal deficit of approximately $600 mil- 
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lion, a sum almost as large as the deficit of $720 million of 7 years 
ago. 

eThis is in spite of the conscientious and scrupulous care given by 
this committee to every item included in our annual budget request 
and the jealous guarding of our every dollar of expenditures by every 
bureau in the Post Office Department. 

Were it not for the rate increases enacted by the Congress in 1958 
and the efficient postal operation, the deficit in fiscal 1960 would ap- 
proach $114 billion. Obviously, this would have been an uncon- 
scionable burden upon the taxpayers. 


NEED FOR ADJUSTMENT IN POSTAL RATES 


I enter upon this eighth year of my service with a feeling of dis- 
appointment and great concern that the Congress has thus far not 
seen fit to follow the advice of this committee and the administration 
to adjust postal rates upward sufficiently so that the income of the 
seaal service equals the cost of its operation. However, I am not 
resigning myself to acceptance of a continuance of inadequate rates. 

At this session, before another committee of the Congress, I expect 
again to ask for additional rate adjustments. I am still committed to 
upholding the principle that in good times Government should pay 
its way and that agencies like the Post Office Department, which 
render an identifiable and measurable service, should have the full 
cost of such service paid by the users as a whole, rather than the tax- 
payers. I hope that the members of this committee will, by com- 
mittee action, again support this principle. I know that individually 
many of your committee members agree with me. 

To my mind there is no more important duty before the Congress 
today than that of balancing the national budget. I don’t have to 
remind you gentlemen of this committee of the tragic times that await 
the pensioners, the savers, in short, all of the thrifty, if we continue 
unbalanced budgets and permit runaway inflation. Nor need I men- 
tion the precarious position of our economy if we price ourselves out 
of world markets by constantly raising our costs through inflationary 
fiscal policies. 

POSTAL DEFICITS 


I believe it to be important to this committee to know that in the 
13 years from 1947 to 1959 alone our postal deficits aggregated $6.8 
billion and accounted for approximately one-half of the $15.3 billion 
increase in our Federal debt. Our 1959 allocated cost data indicate a 
loss of $280 million in second-class mail and $189 million in third- 
class mail, after giving full effect to the 1958 rate increases, but before 
reflecting the postal modernization program inaugurated in fiscal year 
1960. I feel keenly about the part the Post Office Department deficit 
plays in our national fiscal picture. Both as Postmaster General and 
as a private citizen I must speak out against continuing this deficit 
year after year. I ask your help in this effort. 

I feel strongly that a recognized improvement of the mail service in 
the minds of the public is a prerequisite to a request for a mail rate in- 
crease of the magnitude required. In the light of the now widely 
acknowledged improvement in service, I am confident the public will 
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feel that a further rate increase is justified to reduce the postal deficit 
and to contribute substantially toward balancing the national budget. 


REHABILITATION OF OBSOLETE POSTAL FACILITIES 


The long-overdue rehabilitation of many obsolete postal facilities 
made possible by this committee’s action last year on a postal modern- 
ization appropriation, deserves special comment on my part. We are 
putting those funds to work on the program we outlined to you last 
year to the extent that revised estimates and service requirements 
permit. We are asking you to continue this vitally important appro- 
priation at the same $80 million level in fiscal 1961, as the second step 
in our $500 million program. Deferring to the overriding fiscal re- 
quirement to restrict all Federal expenditures, we have had to stretch 
out the program. But we have not forgotten that 10 years hence our 
workload will probably exceed 90 billion pieces of mail. This com- 
pares with 26 billion pieces in 1938. 

Therefore, gentlemen, this modernization program is not a luxury. 
It is a program for the survival of an efficient postal service in the 
face of constant national growth. The modernization and mechani- 
zation of key facilities is the only way I know to maintain service 
and to cope with a mail volume that more than doubles each genera- 
tion. Furthermore, the mechanization is designed to be self-liquidat- 
ing over a reasonable number of years. 


RESEARCH 


Research is an integral part of the regular and accelerated moderni- 
zation programs; in fact, without the research developments of recent 
years there would be no economical modernization program at all. 
Our two experimental wholly mechanized post offices now being de- 
veloped by private initiative and know-how, one on the east coast and 
one on the west coast, will serve as practical testing grounds for new 
equipment and processes. I feel that these two working postal lab- 
oratories will assure for years to come the forward progress of our re- 
search in mail handling techniques. For the more rapid transporta- 
tion of messages we have a research project of tremendous ultimate 
potentialities: facsimile mail, or, as we may call it, speed mail. This 
method has been already developed to a degree by foreign postal ad- 
ministrations. Our preliminary experimental analyses justify, in our 
opinion, further comprehensive feasibility and practicability studies. 


COMPREHENSIVE MAIL IMPROVEMENT STUDY 


There is another accomplishment of the past year which will have 
constructive results for years to come. It is the completion of the first 
truly comprehensive mail improvement study. The decade of the 
1960’s should see the full implementation of this program and the re- 
sulting improved service to postal patrons. Furthermore, to take ad- 
vantage of the evolutionary changes taking place in transportation 
media, we have requested clarifying legislation to permit us to contract 
with air carriers to handle regular mail on a space-available basis, at 
less than established airmail rates. 
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WORK OF POSTAL INSPECTION SERVICE 


In addition to its other responsibilities, the Postal Inspection Serv- 
ice has been called upon to cope with and eradicate the major problem 
of the increasing use of the U.S. mails for the distribution of porno- 
graphic material. Happily, our efforts to enlist the help of Members 
of Congress, church organizations, schools, parents, newspapers, and 
the public in general, to stop the traffic in obsenity which has been di- 
rected primarily at our unsuspecting teenagers, have been gratifyingly 
successfut. Postal patrons are reporting cases to their postmasters far 
more frequently and promptly; and thanks to the legislation enacted 
by the Congress in 1958, arrests are running at a rate 50 percent to 60 
percent greater than in 1957, with convictions running about 98 per- 
cent of the prosecutions. 

To assist the Department in this important task, I recently appointed 
a Citizens’ Advisory Committee on Obscenity Through the Mails. 
The membership of this Committee is indicative of the keen interest 
taken in this problem by prominent citizens. They are: 

Mr. Douglas Black, president of Doubleday & Co.; 

Dr. Erwin D. Canham, president of the U.S. Chamber of Commerce; 

The Most Reverend William E. Cousins, archbishop of Milwaukee; 

Mr. Roscoe Drummond, columnist, New York Herald Tribune; 
a Chloe Gifford, president, General Federation of Women’s 

ubs ; 

Dr. Shane McCarthy, Executive Director of the President’s Council 
on Youth Fitness; 

Dr. Julius Mark, senior rabbi, Temple Emanu-El, New York; 

Mrs. James Parker, president of the National Congress of Parents 
and Teachers; and 

Dr. Daniel Poling, editor of the Christian Herald. 

This group can become a great force in protecting our youth from 
moral vandalism, and help mightily in our crusade to keep obscene 
material out of the U.S. mail. 


STATUS OF FUNDS FOR 1960 


I am sure that this committee will be particularly interested to 
know that, while we were able to avoid curtailment of postal service 
in the closing months of fiscal 1959, we ended with only $10.5 million 
of unused obligational authority in all appropriations after total 
obligations for the year of $3.64 billion, This was an uncomfortabl 
small margin of only three-tenths of 1 percent. I offer this record, 
however, as very tangible evidence of our real efforts with this com- 
mittee to hold requests for obligational authority to absolute minimum 
levels consistent with maintenance of satisfactory postal service. 


MAIL VOLUME 


Our mail volume thus far in the current fiscal year is running at 
about the rate predicted in our budget submission for 1960, which 
anticipated an increase of 4.3 percent over 1959. You will recall that 
in the final action the appropriations granted to us were sufficient to 
finance an increase in volume of mail up to only about 3 percent over 
last year. This circumstance and the fact that certain costs have 
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been added as the result of legislative action will leave us short of 
funds for 1960. We have been able to absorb some of these added 
costs, but we are compelled to seek supplementary appropriations to 
cover increased volume and added costs beyond our control. Our 
action in requesting supplemental funds will be in accordance with 
the understanding of the intent of both this committee and the Senate 
Appropriations Committee in the event that actual 1960 volume should 
exceed the committee estimates, which it is doing. 

Today, Mr. Chairman, is the first business day of our third postal 
quarter in fiscal year 1960. We enter it with our transfer authorit 
practically exhausted and with the Christmas season behind us, whic 
has confirmed that the growth of mail volume during the early months 
of the fiscal year gives every promise of being sustained throughout 
the balance of the year. On top of this, the recent settlement of the 
steel strike has heralded an increase in economic activity and gives 
indications of a growth of unprecedented proportions during the 
next 6 to9 months. We have submitted a request to the Bureau of the 
Budget for a supplemental appropriation. 

The volume estimate for ik year 1961 is 5.2 percent above the 
congressional estimate for 1960 and about 4 percent above the De- 
partment’s current estimate for fiscal year 1960. 

Our total request for new obligational authority in fiscal 1961 
amounts to $4,053 billion. With revenues estimated at $3,499 billion 
(including a $49 million estimated reimbursement for public services) , 
a deficit of $554 million is left. This is the amount we propose to 
offset by a further increase in postal rates. 

I believe our past conservatism in budget estimating coupled with 
increasingly detailed backup material has earned us the confidence 
of this committee. Of this we are both proud and protective. I as- 
sure you gentlemen that your confidence will not be misplaced in our 
budget this year. I know that you will, as usual, give our needs every 
consideration. 

That concludes the prepared text part of my testimony, Mr. 
Chairman. 

Mr. Gary. General Summerfield, you have referred to the first time 
that you appeared before this committee in 1953. I have before me 
the printed hearings of that session. You will no doubt recall, that 
at that time I was the ranking minority member of this committee. 
I stated to you then that our committee had been striving for a long 
time to secure greater modernization, more mechanization, and other 
improvements in the postal service. I assured you that as long as 
you promoted a program of that kind the minority of the committee 
would cooperate with you. 

We did cooperate as the minority, and then, when our party took 
over the Congress and I became chairman of this committee, as the 
mane ay we continued to cooperate with you in the development of 
this pro 1 

I think you have done a good job with it. You have followed the 
outline that you laid down at that time, and you have succeeded in 
pushing the modernization and mechanization program very satis- 
factorily. I trust not too rapidly. Frankly, I do not think it would 
be possible today to handle the great volume of mail that is passing 
through the Post Office Department had that not been done. I want 
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to congratulate you on the service that you and your staff have ren- 
dered in the postal service. 

However, there are some things I think ought yet to be done. We 
are going to point out some of them during these hearings. 


ATTENTION TO MANAGEMENT PROBLEMS BY THE INSPECTION SERVICE 


One thing particularly that our committee and I feel—and I think 
we have evidence of this fact—is that the inspection service is giving 
so much time to management problems that it is hampered in its most 
important criminal work. We feel that they should give more time to 
criminal matters and less time to management. We will go into that 
in detail with the Chief Inspector when he appears before us, but I 
hope that you will follow that testimony with reference to the inspec- 
tion service. 

We have no criticism to make of the inspection service, but we feel 
that they have too many duties to perform in the field of manage- 
ment, and that some of those administrative duties should be shifted 
to the regional offices in order to allow the inspection service more 
time for its criminal activities. 

You have mentioned their activities in connection with porno- 
graphic material being shipped through the mails. I know that is a 
very important program, and I know you have been pressing it. The 
inspection service should have ample opportunity to carry out that 
program and to stop this flow of indecent literature through the mails. 
It has become vey harmful particularly to the youth of our land, and 
I am sure every member of this committee is backing your program 
to control it. 

HANDLING OF CHRISTMAS MAIL 


I want to say that in my judgment, and certainly insofar as Rich- 
mond is concerned, the Christmas mail has been handled more 
smoothly, more quickly, and more satisfactorily than heretofore. I 
think they really made quite a record in Richmond. They had a 
much larger volume than previously, but they handled it beautifully. 

When I asked the postmaster what, in his opinion, accounted for it, 
he said “the metro plan.” He thinks it is working very well in Rich- 
mond and he is wholeheartedly in favor of it. However, there are 
some problems in its application in some of the post offices. 


UTILIZATION OF DISTRIBUTION GUIDE SYSTEM 


I do not know just what the attitude of the Department is, but we 
had understood that the intention of the Department is to put the 
distribution guides system on a voluntary basis for the postmasters 
to accept it or reject it as they see fit. The information we have is 
that in the individual post offices the management teams from the 
regional offices are forcing the postmasters to accept it. Some of the 
postmasters feel that the system requires supervisors to take up so 
much time in keeping records that they do not have the proper time 
to perform their regular duties. 

It may be that a system of that kind is necessary in Brooklyn where 
it originated, but it seems to be questionable as to whether it is neces- 
sary throughout the United States. I am inclined to think that cer- 
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tainly in some of the smaller offices the supervisors can follow the 
work of the men and find out how they are performing their duties 
without keeping numerous records which would prevent them from 
attending to their regular duties of supervising. 


NATIONWIDE INTEGRATED POSTAL SERVICE 


The third thing is: I have received a copy of your nationwide inte- 
grated postal service plan as a result of your postal transportation 
study. I would like to have someone outline this report and discuss 
it before our committee. 

Mr. McKresrn. Mr. Barnes and Mr. Moore would be the ideal 
combination. 

Mr. Gary. I have not had an opportunity to read the report. 
Therefore, my remarks are in no sense critical, but I would like to have 
Mr. Barnes and Mr. Moore present it to the committee. 

(Discussion off the record. ) 

Mr. Gary. We have a letter addressed to the chairman of the full 
committee, the Honorable Clarence Cannon, by you, Mr. Summerfield, 
dated January 6, which deals with the first implementation of this 
report. I would assume that this letter would be discussed along 
with the report. 

General Rusanesia. We will be happy to discuss completely and 
in great detail, all items contained in that report with this committee. 
Both Mr. Barnes and Mr. Moore will be available to do that. 


ESTIMATE FOR SUPPLEMENTAL APPROPRIATION 1960 


Mr. Gary. You stated that you have sent your request for a sup- 
plemental appropriation to the Bureau of the Budget. What is the 
amount of that? 

General SumMERFIELD. $21,400,000. 

Mr. Gary. For the balance of 1960? 

General SummerFieLD. Yes. It is quite apparent from the pre- 
liminary reports that we are now receiving on the second quarter, that 
the third and fourth quarters are going to require some supplemental 
funds. That means we are simply hoping we can have the very im- 
mediate cooperation of the Congress in supplying it, following the 
action of the Bureau of the Budget. 

Mr. Gary. The cuts we made in your appropriation for 1960 were 
sanguance in part upon the thought that the increased volume had 

een overestimated, and we estimated a lower increase than your De- 
partment did. Now that the increase has been larger than expected, 
I assure you that so far as I am concerned we will give your request 
immediate consideration and review your needs for the balance of the 
year. 

' Mr. Canrretp. Mr. Chairman, that is a very proper and a very fair 
statement. 

General SumMerFIELD. I am grateful to the chairman for that ex- 
pression. 

Mr. Gary. Of course, the two major cuts were in operations and 
transportation. There were some other cuts, but the major portion 
of our cut was based upon volume estimates. You have had some 
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increases of transportation costs also in addition to the increase in 
operations. 

General SumMERFIELD. We made our request to the Budget Bureau 
on January 7, for the supplemental request. 

Mr. Gary. You do not know when it will be submitted to the Con- 
gress, do you? 

General SumMerrFietp. Off the record. 

(Discussion off the record.) 

Mr. Gary. Our cut in operations was $17 million last year, and in 
transportation, $3,320,000. Then we cut facilities $10 million and 
postal modernization, $8,500,000. 


MODERNIZATION PROGRAM 


You started your program of modernization last year and we ap- 
propriated $80 million for that purpose. The committee feels that is 
a very important program and we want to cooperate with you to the 
fullest in that. We feel that the modernization program is neces- 
sary in view of the increase in mail volume, and also is necessary 
in the interest of economy, because it is wasteful to operate under old, 
outmoded methods. 

Can you give us a description of the program that you have carried 
out under that $80 million which we appropriated last year? 

General SumMerFIELD. Yes, sir. I can ask Mr. Barnard to give it 
to you if you want it. 

r. Barnarp. Mr. Chairman, I have some detail on that for later 
justification. If you want a brief summary, I can do that. 

Mr. Gary. Fine. 

Mr. Barnarp. May I say we have programed or expended for the 
purposes mentioned to the Congress all of the amounts shown in the 
regular capital and modernization appropriations, aside from neces- 
sary transfers for operational purposes, which came out of capital 
accounts. 

Mr. Gary. You will give usa detailed statement on it later? 

Mr. Barnarp. Yes, sir. 

Mr. Gary. That is fine. 

Loh ay you care to make any statement on the items I have men- 
tioned ? 

General SuMMERFIELD. I would, Mr. Chairman. 


ATTENTION GIVEN MANAGEMENT PROBLEMS BY THE INSPECTION SERVICE 


We, of course, will consider any suggestions or recommendations 
you make having to do with inspection that came to you as a result of 
the various studies that the committees may have made, but I hasten 
to call your attention, Mr. Chairman and members of the committee, 
to the fact that 7 years ago we had no decentralization of the Bureau 
of Operations management whatever. The only eyes and ears that the 
Postmaster General had in that area of operations at that time were 
those of the inspection service. With the lack of management in the 
field, the inspection service has been traditionally called upon to 
render some services that might appear to be in the management end 
of the business. 
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We think we have, and in fact I am very confident we have trans- 
ferred these management functions from inspection to field manage- 
ment, to the point where, barring possibly a few exceptions, I am sure 
it is completed. In addition to the workload given to the Department 

enerally for other purposes, with the minimum amount of increase 
in numbers of inspectors available, I think that a remarkably credi- 
table job has been done. There are, sometimes, supplemental types of 
service which the inspection service gives us which are very helpful. 

The question was raised by someone the other day as to who swears 
in postmasters when changes are made. Of course, there is more 
to it than having a man raise his right hand and put his left hand on 
the Bible. You have to check accounts; also we would like to have 
the inspection service do those things for the assurance of accuracy at 
the time of change. Sometimes, the duties and responsibilities of the 
inspection service may not be clear to someone who is not completely 
familiar with all of the things for which the service is held responsible. 


UTILIZATION OF DISTRIBUTION GUIDES SYSTEM 


You raised the question of the Brooklyn plan. My experience in 
industry taught me to expect that standards of operations, work stand- 
ards, and things of that nature, are in accepted practice as yardsticks 
that you can use to gage not only one post office operation as against 
another under similar conditions; but also to determine which groups 
in the Service are functioning properly in providing a full day’s 
work for a full day’s pay. We have no intention here to provide 
speedup programs or anything of that kind. The experiment we 
conducted in the city of Brooklyn, where improvement was indicated 
as necessary, has been truly a remarkable one. Although it may seem 
strange to some poopie, the morale of the people in the Department 
who participated in this program is higher than it has ever been 
simon ¥ have been Postmaster General, because everybody now is pull- 
ing his own oar rather than having others maybe doing more than 
their share. 

All in all, it has been a very, very effective way of increasing our 
efficiency without disturbing morale and without any so-called speed- 
up. The time had come, in my opinion, when management had a 
right to expect and to be sure that a proper day’s work was provided 
the Government effectively and efficiently every day. It is true that 
this plan does put a little additional responsibility, for the time being, 
on supervisors; but our experience today, where it has been tried, indi- 
cates that is quite desirable and possibly past due in some instances. 

Mr. Gary. There is no question of responsibility. It is a question 
of the time spent in keeping records. That is the criticism I have 
heard against it. 

General SumMERFIELD. Well, I would like to have some specific in- 
formation as to where that has occurred, and where it is detrimental 
to the service, because I have not had any such conditions indicated to 
me or identified as to where they are happening. I know you appre- 
ciate our position and what we are trying to do, which is to better 
conditions, not only generally through a more efficient handling of 
mail and economically, but in other ways. 
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Mr. Gary. I understood that, and it may be necessary in some places. 
The question I was raising is this: As I understood it, it was the policy 
of the Department to allow a certain amount of —— 

General SumMerrFIeLp. Leeway ? 

Mr. Gary. Of leeway, or, to put it this way, to place a certain 
amount of discretion in the local postmaster as to whether or not it 
should be used in his particular office. I am informed, however, that 
some of the field men have been rather insistent at times that the 
system be used. 

General SumMERFIELD. Maybe properly so. 

Mr. Gary. It may be. 

General SumMeERFIELD. It is very seldom you find people who will 
voluntarily walk up and admit, you see, that there are some deficien- 
cies in their particular post offices or in their particular departments, 
and do something about correcting them without a bit of urging. That 
is a pretty difficult line todraw. But I assure you, we have no inten- 
tion of disrupting the high morale and the efficiency we have in the 
Post Office Department by this or any other program. 

But again, if we do not have a target 

Mr. Gary. This has not come to me from a complaint of the post- 
masters, but it has come to me from other sources. 

General SumMeErFIELD. Well, I am sure that the Bureau of Opera- 
tions and the Deputy Postmaster General, or any other responsible 
department head, would be happy to have their attention called to any 
abuse of the plan as we have outlined it. I am sure there is no inten- 
tion of so doing, but we do have post offices, Mr. Chairman and mem- 
bers of the committee, in which supervision needs to be followed up 
more closely and more effectively than it hasbeen. Mr. McKibbin, can 
you add anything to that? 

Mr. McKissrn. The basis of this program is one of letting the 
employee know how his performance is; so that he can, on his own, 
vo a it or get help and guidance from others. It is purely on that 

asis. 
_ General Summerrierp. Mr. Barnes tells me we have a number of 
instances where supervisors have expressed their appreciation to the 
Department for making this plan available to them in order to have 
some yardsticks to use. 

Mr. Barnes. What I started to say before was that, over a period 
of years, the most vociferous people requesting this have been the 
supervisors and postmasters; because they say any other system we 
have had in operation has not enabled them to measure the produc- 
tion of the individual, and consequently their hands are tied. The 
supervisors’ organization has begged for this over a period of years. 
I am prepared to discuss this later, if you would prefer. 

Mr. Gary. Yes; we will take it up then. 

Mr. Barnes. But, if you wish, I can tell you about some of the 
results of the Brooklyn and Des Moines operations. 

Mr. Gary. At the proper time we would like to have a complete 
discussion of the plan. 

Mr. Barnes. Fine. 

Mr. Gary. The information that I have leads me to believe that 
the system requires the keeping of numerous records and reports. 
The question is: To what extent are we burdening the supervisors 
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with the keeping of records when they ought to be giving more atten- 
tion to other matters ? 

Mr. Barnes. I am prepared to go into that any time you wish. 

Mr. Gary. Fine. 

General Summerrievp. Off the record. 

(Discussion off the record. ) 


PROSPECTS FOR IMPROVED EFFICIENCY AND LOWER COSTS 


Mr. Gary. General, what prospects do you see for improved effi- 
ciency and consequent lower costs in the postal system through such 
techniques as raising the production of substandard individuals, 
offices, and regions ? 

General Summerrietp. I am very hopeful, Mr. Chairman, that 
ultimately, as we acquire more modern facilities by properly locating, 
designing, and constructing new buildings, and as we install the 
»roper mechanized equipment in them, the new efficiencies being built 
into the old postal operation, including transportation between post 
offices, will enable us to absorb, to a large extent, the normal increases 
in cost that come about by reason of increased volume. I donot think 
we can expect efficiencies in the Department or mechanization to off- 
set any increases in the costs that the Department might have to bear 
that are not properly related to the increase in volume. That in- 
cludes such items as increases in rates that might be paid to the vari- 
ous transportation media. That also refers to increases in salaries, 
and fringe benefits that go beyond the comparable rate that would be 
paid in competitive industry for similar jobs and work. 

In summing it up, I think that the Department can certainly in- 
crease its efficiency with these other things being done, and can, when 
it has large scale mechanization and adequate capacity, pretty much 
absorb the natural increases in costs coming from increased volume, 
ete. 

Mr. Barnes has some figures that might be more nearly definite 
than those I gave to you in my general observation, Mr. Chairman. 

Have you some figures, Mr. Barnes, that you would like to put in? 

Mr. Barnes. Yes, Mr. Chairman. 

In 1958, for example, the average number of pieces handled per 
clerk man-year was 239,223. That increased in 1959 to 241,530. Our 
estimated 1960 productivity is 248,231, and our estimate for 1961 is 
based upon a further increase in productivity to 245,568 pieces per 
clerk man-year. 

From 239,223 to 245,568 is quite an increase in production. It 
should be noted, however, that the increase at this stage, is more at- 
tributable to improvement in operating procedures than to mechaniza- 
tion. 

Mr. Gary. General, does your budget request for 1961 take into 
account any such increases in efficiency ? 

General SummerrieLp. It does completely. I do not know of any 
Department that is not recognizing that feature. 

Mr. Barnes. It is based on the last figure I gave you, which meant 
an approximate 1-percent increase each year over the last. few years. 

Mr. Pititon. One percent of efficiency. 

Mr. Barnes. Yes. 

50436—60——2 
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ECONOMIC ASSUMPTIONS FOR MAIL VOLUME ESTIMATES 


Mr. Gary. What are the economic assumptions on which the esti- 
mates for mail volume for 1961 are based ? 

General Summerrietp. Mr. Gillette will answer that, if he may. 

Mr. Giutetre. The economic assumptions which we have used in 
our formula of correlation between mail volume and business indices 
have been developed by our economist, and are generally in line with 
the data used by other agencies in preparing the President’s budget. 
We find that the two indices with which there is the closest correla- 
tion, as I explained in detail to the committee last year, are personal 
income and population growth. The personal income figure we are 
using for 1961, on a constant dollar basis, for the fiscal year is $328.8 
billion. The population figure for 1961 which we are using on a fis- 
cal year basis is an estimate of 181.7 million. The personal income 
figure that I mentioned to you is related to a figure that is more gen- 
erally quoted in business circles: the gross national product. The esti- 
mate of the gross national product for 1961 that we have used on a cur- 
rent dollar calendar year basis is $536.8 billion. 

We have a Post Office Department worksheet of national economic 
indicators seasonally adjusted at annual rates which support the esti- 
mates - mail volume. Is there any objection to putting that into the 
record ? 

General Summerrietp. Mr. Chairman, may I speak off the record 
for just a minute ? 

Mr. Gary. Yes, sir. 

(Discussion off the record.) 

Mr. Gary. If there is no objection, we shall insert this sheet in the 
record at this point. 

General SumMerrie.p. Very good, sir. 
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(The document follows :) 


Worksheet of national economic indicators seasonally adjusted at annual rates which 
support the estimates of mail volume 


[In billions of dollars except as indicated] 






















1957 1958 1959 1960 1961 
Te- (re- (pre- (esti- (esti- 
ported) | ported) | liminary)} mated) | mated) 
Personal income: 
Current dollar basis (calendar quarters): 
PR NON. 50.5 ntctovionnnenssacadennnns 344.7 352. 2 371.8 390. 3 417.0 
June quarter - -...... 350. 7 355.0 381.1 407.1 419.2 
Ist half year. -......-. 347.7 353. 6 376.5 398.7 418.1 
Fiscal year totals 343.0 353. 7 370.7 391.1 411.0 
Percent change between fiscal years. -.......|-----.--.. +3.1 +4.8 +5.5 +5.1 
He EEE ae 354.5 363. 4 381.0 390. 3 421.0 
December quarter_.......-..------ “ 352.8 366.3 386. 1 420.3 427.2 
SN ads a cncta ncn cdinadinndrbnpinden com 353. 7 364.9 383. 6 405.3 424.1 
TS |S: eee ee 350. 6 359. 0 380.0 402.0 421.1 
Percent change between calendar years-......|----..---- +2.4 +5.8 +5.8 +4.8 
Constant dollar basis: 
EE EE Cai ieicinncnkiecavedceitiecaes 289.9 289. 4 299. 2 312.9 328.8 
Percent change between fiscal years --.......|--.------- —.2 +3.4 +4.6 +5.1 
Calendar year totals... ..........02.-scccs.ec 291.7 290. 7 304. 0 321.6 336.9 
Percent change between calendar years-_.....|---------- -.3 +4.6 +5.8 +4.8 
Consumer’s Price Index (1947-49=100): 
OE IE a Cao idncbbaacuadebdkastadededa 118.3 122.2 123.9 125.0 125.0 
I SII - conicnahinenmzennehipnadicbont 120. 2 123.5 125.0 125.0 125.0 
Gross national product: 
Current dollar basis: 
Calendar yeer totelt........ccccccccccceccces 442.5 441.7 480.0 510.0 536. 8 
oA SS EES ORE ae SEER SEE Cees Pe —.2 +8.7 +6.3 +5.3 
Implicit deflator (1954100). ...-.....----------- 108. 2 110.7 112.5 112.5 112.5 
Constant dollar basis: 
Oslendar Veer THOS. inno cewncasccsesassace 409. 0 399.0 426.7 453.3 477.2 
NE ELE ETE EAE, eC —2.4 +6.9 +6.2 +5.3 
Personal consumption expenditures: 
Current dollars (calendar years) -..---------.---- 291.1 290. 6 312.3 327.0 345. 2 
Constant dollars (calendar years) (107.9).-..----- 269. 8 269.3 289. 4 303.1 319.9 
PONG CNR din caceieusandecie euch osinecccemlnwnencbines —.2 +7.5 +4.7 +5.5 
Total population: 
Fiscal year basis, Jan. 1 (millions).........-..--.- 169.8 172.7 175.6 178.3 181.7 
a io. cocdvesaanusaedhtoprenauad +1.7 +1.7 +1.5 +1.9 
Per capita (fiscal year basis): 
Personal income (current dollars) ....-.-.---- $2, 020 $2, 048 $2,111 $2, 193 $2, 262 
EES ELE, RONAN ANS: +1.4 +3.1 +3.9 +3.1 
Personal income (constant dollars) ..........- $1, 707 $1, 676 $1, 704 $1, 755 $1, 810 
._ POPOCNG CHANGE, <n cinnnsnnonncncccnnenenesee|secaansene —1.8 +1.7 +3.0 +3.1 
Mail volume (in million pieces): 
Official estimate.........-- 60, 130 61, 24 163, 073 66, 353 
Percent change---.---- +1.8 1. 1+3.0 1+5,2 
Per capita mail volume 34 3 365 
Percent change-.--...-- - 0 +.3 +1.4 +3.1 
Statistically predicted. ...........-....- 61,085 | 263, 425 66, 170 
Percent change_---.- +.4 +3.0 +3.8 +4.3 




















1 Congressional estimate as basis for appropriation for 1960. Post Office Department 1960 budget estimate 
was 4.3 percent increase or 63,881 million pieces. On this basis 66,353 million pieces or a 3.9-percent increase 
was estimated for 1961. 

2 Predicted before early settlement of steel strike was known and reflected. 


EFFECT OF CHANGES IN MAIL MIX 


Mr. Gary. Is there any evidence that changes in mail mix result 
from increases in postal rates, which in turn cause users of the mail 
to switch from one class to another? If so, what measures are taken 
to police the usage of mail to insure that such users actually change 
their material being mailed to the new classes claimed ? 

General SumMeErFIELD. That is quite a question. Will you answer 
it, please, Mr. Gillette ? 

Mr, Guerre. Mr. Chairman, may I have your permission to an- 
swer the first part of your question and let Mr. Barnes of Operations 
answer the second part of your question ? 
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Mr. Gary. Yes, sir. 

Mr. Gitterre. We do have some evidence, particularly in 1959, that 
there has been some small impact on the mail mix and a temporary 
minor effect on the total volume of mail, from the rate increases that 
went into effect on August 1,1958. The principal effect that we noted 
seemed to be a diversion from first-class post cards to third-class bulk 
mail, primarily because of the widening differential between the 
third-class bulk piece rate and the first-class post card rate, which 
widened from a half a cent to 114 cents for 5 months from August 
1, 1958, and then declined to a 1 cent differential from January 1, 
1959. 

This might have been simply the result of business usage of third 
class for printed post card material where they formerly used first- 
class letters, such as printed notices, and things of that sort. It is, 
however, impossible to separate the influence of continuing recession 
in some businesses from the possible factor of rate increases. 

Now, I would like to defer to Mr. Barnes on the policing aspect. 

Mr. Barnes. Would you repeat the last part of your question, Mr. 
Chairman ? 

Mr. Gary. If so, what measures are taken to police the usage of 
mail to insure that such users actually changed their material being 
mailed to the new classes claimed ? 

Mr. Barnes. In other words, what you are asking is whether or 
not there may not now be material in third-class mail that should 
properly be paid for at first-class postage rates. We have, in the 
various offices of the postal service, people who are continually in- 


specting this by actually examining mail and turning it back for 


additional postage if it is required under the classification. 

Mr. Gary. That is mail originating in those offices ? 

Mr. Barnes. That is right. Observation at the originating office 
would pretty well catch it; yes. 


PUBLIC SERVICES AND POSTAL DEFICITS 


Mr. Gary. Under the definition of public services and the compu- 
tations of the losses for public services resulting from that definition, 
do you feel that the postal deficit is now a true measure of the extent 
to which postal rates now fail to cover the cost of the postal service? 

General SUMMERFIELD. Yes. 

Mr. Gary. Will you tell us on what basis the item, “Payment for 
public services” in the 1961 budget is figured ? 

Mr. Giuterre. Mr. Chairman, the item was figured on exactly the 
same basis which was assumed by the Congress in granting the fiscal 
1960 reimbursement to the Post Office Department for public services. 

Mr. Gary. And that is 

Mr. Gitterre. That is, sir, the revenue loss as calculated by the dif- 
ference between the lower preferential rate and the regular rate. In 
other words, the revenue foregone as a result of granting special rates 
for free and preferential classes of mail plus the reimbursement for 
the additional cost of using foreign air carriers as explained to this 
committee last year. Those two items only, constitute the public serv- 
ice estimate of this year, in conformity with the determinations by the 
Congress last year. 
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Mr. Gary. And you feel that is now a fair criterion in the deter- 
mination of public services ? 

Mr. Gitterre. We feel that very definitely ; yes, sir. 

Mr. Gary. Up to the present time has there been any application 
of the public services credit to various classes of mail in specific postal 
rate proceedings ? 

Mr. Gitterre. We have had no rate proceedings since the law was 
enacted, except for the parcel post rate case, in which case it was the 
Department’s categoric position that there was nothing in the Postal 
Policy Act of 1958 that applied to parcel post cost allocation. 

Mr. Gary. And that was sustained by the Interstate Commerce 
Commission, as I recall it; wasn’t it ? 

Mr. Gruterre. Yes. May I ask our General Counsel, Mr. Warbur- 
ton, to supplement my statement ? 

Mr. Warrvurton, Mr. Chairman, we are prepared fully to discuss 
this whole aspect with you tomorrow or at the appropriate time, in- 
cluding the parcel post rate increase case and its present effect on this 
status. 

Mr. Gary. Thank you, Mr. Warburton. 

Mr. Warsurton. Yes, sir. 


EFFECT OF CAPITAL AND RESEARCH PROGRAMS ON COST OF HANDLING MAIL 


Mr. Gary. How will the capital and research programs of the Post 
Office Department affect the cost of handling the mail over a period 
of years? 

eneral SuMMERFIELD. I think what we have already been able 
to do is shown by the record. The increased volume we have absorbed 
with a minimum increase in expenses indicates that we have been able 
to develop mechanization which increased our efficiency and reduced 
costs, and I think that will continue. 

Mr. Gary. How will it affect production per man-year? 

General SummerFIELD. I think as already shown it will favorably 
affect. the production per man-year. 

Mr. Gary. Do you feel special delivery service should be self- 
supporting ? 

General SumMeERFIELD. Of course, I believe that all of these serv- 
ices should be self-supporting. 

Mr. Gary. I think you and I agree on that. 

General SuMMERFIELD. For 7 years we have, sir. 

Mr. Gary. Throughout the 7 years. 

General SumMerFIeLp. That is right. 

Mr. Gary. Instead of saying “you and I” I should have said “you 
and our committee.” I think our entire committee has stood with 
you on that principle. 

Mr. Gittetre. Off the record. 

(Discussion off the record.) 


PROJECTS TURNKEY AND GATEWAY 


Mr. Gary. Why is the cost per square foot for interior platform 
and open space omitted from the justifications for Project. Turnkey. 
General Summerrtevp. Mr. Barnard. 
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Mr. Barnarp. In this case the rent includes all of the equipment in 
the building. So it is calculated differently, Mr. Chairman, than 
the normal transaction which includes only building costs. The pri- 
mary reason it does not show up is that it is calculated at different 
rates. 

Mr. Gary. The main thing we are trying to determine is, can prac- 
tical, economical results be expected from this project ? 

Mr. Barnarp. I believe, sir, perhaps the way to answer that would 
be to show you the first justification in costs per square foot by com- 
parison with a normal transaction which we made before we entered 
into that contract. I will bring that material with me when I testify. 

Mr. Gary. General, I wonder if you will just briefly outline to the 
committee your views on this Turnkey project and the Gateway proj- 
ect, and what you expect to gain by them ? 

General Summerrte.p. I will be very happy to do so, sir. I have 
a memorandum here which I prepared on that. May I read this into 
the record, please? 

Mr. Gary. Yes. 

General Summerrietp. At the time of our appearance before this 
committee last year, we advised you of the contract which had been 
executed between the Post Office Department and Intelex Systems, 
Inc., a subsidiary of International Telephone & Telegraph, to build 
and equip the first fully mechanized major postal facility in America 
located in Providence, R.I. 

This development, known as Project Turnkey, will be in full oper- 
ation in the early fall of this year by virtue of using a wide variety 
of presently existing mechanisms—all assembled as an integral mail 
processing system. This facility will provide for the first time a 
complete working post office operating as a living laboratory for the 
advancement of mechanical mail handling techniques. 

Because of the great benefits in practical research which accrue 
from such a working laboratory, the Post Office Department, together 
with the members of the Advisory Board of the Post Office Depart- 
ment, has carefully analyzed the practicality of establishing another 
similar project to further advance the program for developing mod- 
ern | handling methods. We have determined that such an in- 
stallation is highly desirable, particularly if (1) the second plant is 
developed with mail handling concepts as completely different from 
Turnkey as can be conceived; and (2) it is located in an entirely dif- 
ferent postal service area with greater population density and with 
different problems of mail distribution from those encountered in 
Providence. 

As a result of these determinations, a contract has been made with 
the Food Machinery & Chemical Co. of San Jose, Calif., to develop a 
major mail ecg plant for the Oakland and San Francisco Bay 
area of California. This contract provides that the Food Machinery 
Co. will, as its principal obligation under the contract, conduct all 
necessary research and develop a revolutionary mail handling system 
materially advanced over the systems available today. The choice of 
Oakland as a location for this newest postal installation, to be known 
as Project Gateway, provides a wide diversity in types of mail to be 
handled, including large volumes of international mail and a major 
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concentration of parcel post with destinations all along the Pacific 
coast, the great Northwest, and overseas points. 

With the completion and operating occupancy of Projects Turnkey, 
and Gateway, the Post Office Tinea, and indeed all mail users in 
America, will witness the most advanced state of development pos- 
sible in the important program of ultra-modern postal communication. 

I tried in that brief statement, Mr. Chairman, to describe our ob- 
jectives and what we hope to accomplish by these two all-important 
projects. 

Mr. Gary. Yes. Thank you. 


VEHICLE PROCUREMENT PROGRAM 


It is noted that the vehicle procurement program has exceeded con- 
siderably the intention of the Congress in its action on the 1960 
budget. What is your position on that matter, General ? 

General SuMMERFIELD. What was the item ? 

Mr. Gary. The vehicle procurement program has exceeded consid- 
erably the intention of the Congress in its action on the 1960 budget. 

General Summerrietp. Mr. Barnard. 

Mr. Barnarp. Mr. Chairman, we will have further backup infor- 
mation on those expenditures for you in later testimony, but in sum- 
mary we took into full consideration the statements made by this 
committee at the time of the last hearings, to spread future procure- 
ment of vehicles over a more reasonable period of time. In the final 
procurement actions contemplated for this year we took the minimum 
procurement action necessary to maintain the fleet at a responsible level 
and keep down maintenance costs. I believe with the tables and 
statistics which we can provide at the time of the Bureau of Facilities 
hearings, we will explain this. 

Mr. Gary. The position taken by the Congress was that you should 
adopt a program of replacements so that a certain percentage of 
vehicles could be replaced each year and not have such a large replace- 
ment coming at any one particular year. Our committee has 
rather insistent on such a program here, and also with the airplane 
replacement program in the Coast Guard. Whether you are operat- 
ing a fleet of motor vehicles or a fleet of airplanes, unless you have an 
orderly program of replacement, you come up one year with a large 
request and in a later year you probably need very few replacements. 
Our thought is, if you would adopt a program to spread those replace- 
ments over the years and have a more uniform program, it would be 
better operationally and also better from a budgetary standpoint, as 
well as more economical. Then at all times you would keep your 
fleet in reasonably modern condition. 

Mr. Barnarp. We understand that position, Mr. Chairman, and I 
only mention quickly the fact that the current phases of the plan 
have reached the present point because of deferral in the past of 
proper replacement. We have what we feel is a very competent 
system of replacement and a good schedule to follow. The decision 
was made to buy vehicles this year on the basis of the impact on the 
operations appropriation, which was geared to the proper and ade- 
quate maintenance of the fleet; therefore, new trucks were purchased 
where excessive costs of maintenance and continued operation of older 
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trucks would adversely affect the operations appropriation. But we 
are in complete harmony with the committee that a balance of pro- 
curement and proper replacement is vitally necessary. 

Mr. Gary. Last year this committee in its report said “in considera- 
tion of the urgent need for conserving public funds, a reduction of 
$12 million is imposed against the vehicle program.” The Senate 
concurred in that recommendation. Had you followed that recom- 
mendation your expenditures for this year would have been in the 
neighborhood of $1014 million rather than $16 million, as they are. 
Isn’t that correct? 

Mr. Barnarp. Yes, sir. We expended more than was specified in 
the cut by the Congress, but as I mentioned the procurement was to 
avoid disaster in the fleet management as was laid out in our original 
presentation. We will be able to present for you tables to show the 
trucks that were turned in and the trucks purchased in lieu thereof. 
You will see, sir, that the fleet still contains trucks that are totally 
inadequate and ancient in age, as against a good management program, 
because we did curtail procurement as much as we did. But I believe 
when you see the number of trucks that were disposed of, and the 
trucks that were replaced, you can better appreciate why this procure- 
ment took place. 

Mr. Gary. We will want some very good information to justify 
your actions in ignoring the recommendations of the Congress. 


IMPLEMENTATION OF NATIONWIDE INTEGRATED POSTAL SERVICE PLAN 


Mr. Gary. General, does this budget include any funds for imple- 
mentation of the nationwide integrated postal service plan ? 

General Summerrietp. That is a very long-range program, Mr. 
Chairman. 

Mr. Barnes. Off the record. 

(Discussion off the record.) 

Mr. Moore. I can address myself to the specific answer to your 
question. It is a long-range program. Any steps or any implementa- 
tion which would normally be taken during the next fiscal year will 
be absorbed within the appropriations requested for fiscal year 1961, 
and no additional requests were made based upon this study. 

Mr. Gary. Thank you. Mr. Canfield. 

Mr. Canrretp. Thank you, Mr. Chairman. General, it was 7 years 
ago that you first appeared before this committee with your requests 
for the Post Office Department. I was then the chairman and after 
you had concluded your main statement I said, among other things, 
this: 

General, it is obvious that you and the outstanding men of the business world 
whom you have grouped around you, in what you choose to call the “team” 
realize a new, fresh, and determined approach must be made to meet the public’s 
demand for better postal service at reduced cost. Speaking personally I know of 
no department of the Government wherein there is more room for improvement. 
There is one punchline in your statement that stands out and I want to repeat it 
The statement reads: 

“Resignation to ineffective management and increasing deficits will be replaced 
by an attitude that recognizes our shortcomings and attacks them with ecommon- 
sense and vigor.” 
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And then I went on to say: 


This is good to hear. This is new. Too long now has the Postal Department 
held everything had to be done in the same old way. Too long has it rejected 
new ideas and suggestions. Too long has it refused to be bold. 

General, I was glad to hear the very fair and forthright statement 
made by Chairman Gary after you had concluded your presentation 
today. No one in the Congress, and certainly no one in this commit- 
tee, has been more anxious to see the Post Office Department of the 
United States modernized and do a new, bold, and honest-to-goodness 
job, than the gentleman from Virginia—and he has followed through 
on it. I salute him, as I do you and your staff here today. In 
saluting him, of course, I salute all aod of this committee who 
have worked with him in the common effort. 

No one knows better than I, I think, the difficulties experienced by 
the Post Office Department in arriving at accurate estimates to present 
to this committee in view of the fact that the Department has to pre- 

are those estimates 12 to 18 months ahead of time. I am sure you 

now, as we members of this committee know, how difficult it is for 
this committee to do an accurate job. Like yourselves we have erred 
in the past, that is, in appropriating proper funds for you to run the 
Post Office Department of the United States. , } 

The people of the United States are very sensitive about their mail 
deliveries. I want to say this in fairness to you, as one of the Members 
of the Congress of the United States: It is quite rare that I receive a 
serious complaint about mail deliveries from my constituency—and 
I represent close to 400,000 people. Certainly, when a man or a 
woman is upset about mail deliveries he or she is prone to make com- 
plaints, and those complaints usually go to the Member of Congress 
representing the district. I receive very few. That too is a compli- 
ment to you and your staff, and to the men and women of the postal 
service of our country. 


IMPROVEMENTS IN THE POSTAL SERVICE 


Mr. Canrtetp. General, reference has been made to the so-called 
guide system, which is referred to as the Brooklyn plan. Repeatedly 
among employee groups, notably the leading postal unions, fears are 
expressed about increasing automation in the Post Office Department. 
A group came to see me recently and automation was mentioned. I 
said this: Now, we live in a competitive world. The Russians and 
the British, and the French, and the Germans, and the Belgians, and 
the Dutch are all going out for automation in their respective post 
office departments in a big way—in a big way. Also, I take it even 
from your testimony today that some of the European countries now 
have devices which they have invented for their postal departments 
which we may not have. 

I said to these men, “Are you content to have our Post Office De- 
partment operated in the status quo setup so that we should not com- 
pete with or try to excel foreign countries in their efforts to improve 
their post office departments in quality communication ?” 

Well, they weren’t for that. They weren’t for that. I also said 
to these men, Mr. Khrushchev was here recently and he boasted day 
after day and night after wig about. the progress that the Soviet 
Union was making in practically all fields of endeavor. 
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One, he said, the Soviet Union was stronger in a military way 
than the United States. 

Two, the Soviet Union, he said, was the most literate country in 
the world. 

Three, he said, the Soviet Union was improving its domestic econ- 
omy faster than any other country in the world. Isaid, do you want 
ustostand pat? No. They were not for that. 

Then I told them too —and isn’t this a truism—that down through 
the years with all of the efforts at automation of the Post Office De- 
partment, notably those in the last decade, increased volume has 
made it necessary to employ more postal clearks and more carriers, 
and that all men and women you employ need have no fear of their 
jobs. 

What do you have to say about that ? 

General SUMMERFIELD. Well, the record speaks for itself, Congress- 
man. We have on the payroll today upwards of 550,000 employees, 
I believe. So, certainly I know of no instance where anybody has 
been deprived of his md by reason of mechanization. What we have 
done for them, as is reflected in the attitude generally in all these post 
offices where mechanization has been partially installed, is to bring 
about greater contentment as well as greater efficiency than at any 
time since I have been here. 

As an example, take the city of Washington. I went over to the 
post office several times during the course of Christmas rush to take 
a look-see myself. No confusion; no groups cluttered here and there. 
Everything moving quietly and systematically and rapidly. The 
people of Washington tell me that they have never had such wonder- 
ful service as they have had through this Christmas period. 

As a result we hired less temporary employees, but on the other 
hand the regular employees were all taken care of under much better 
working conditions than they have ever had before during their life- 
time. Many of the burdensome parts of the work they had performed 
heretofore, prior to mechanization, have been relieved. Weare taking 
weight off their shoulders. We are taking men off their feet and put- 
ting them on wheels with the net result that everybody is happier. 

guess it is quite natural for some men in certain organizations to 
look around for bogeymen. But I see no evidence of it and I am 
sure they do not, because if they did they would be quick to come 
to members of this committee, and certainly members of my staff, 
with their complaints. 

Mr. Canrievp. As to the Christmas experience reported here today 
by Chairman Gary in his hometown of Richmond, Va., I can report 
a like experience in Paterson and other cities in my district. The 
postmasters and postal workers did a terrific job and everybody with 
whom I have talked seemed to be satisfied. 

Again I cannot recall receiving any specific serious complaint. 
People, generally, I believe, are quite happy about the mails this last 
Christmas. In mentioning the hometown of our distinguished chair- 
man, I recall the Richmond plan wherein there was developed a new 
lighting and color plan which has meant so much to the efficiency and 
comfort of our postal workers. 

General SumMERFIELD. May I have brought to this committee at 
tomorrow’s session a resolution passed by the letter carriers of the 
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Los Angeles post office that was sent to me some few weeks ago, which 
spells out for you as completely and as fully as can be done the reac- 
tion of the employees generally at that major post office. 

Mr. Barr. I have a copy of it, General. 

General SumMerrieLD. All right. I would like to have that placed 
into the record at this point. 

Mr. Gary. Without objection that may be inserted at this point in 
the record. 

(The resolution of the letter carriers of the Los Angeles post 
office is as follows :) 


To POSTMASTER GENERAL ARTHUR E. SUMMERFIELD : 


Branch No. 24 of the National Association of Letter Carriers in regular session, 
on October 3, 1959, unanimously passed the following resolution ; 

Resolved, That Branch No. 24 send greetings to Postmaster General Arthur E. 
Summerfield, together with our sincere thanks for the many improvements in 
handling methods and organization changes which have been instituted during 
his administration. 

Only a few of these many improvements can be noted here: Greatly improved 
morale through an enlightened and progressive labor-management program, 
especially in this office under the administration of Postmaster Otto K. Olesen. 
Promotion of employees by examination and merit. Reorganization of most 
terminal facilities and the installation of new and better equipment. Procure- 
ment for the delivery service of the finest fleet of trucks the post office has ever 
operated. Better and more healthful facilities for employees working indoors. 
Expansion of research and development for postal equipment. Expanded use 
of airlift for the movement of mail. Establishment of next-day delivery in 
more than 40 metropolitan areas. Introduction of the carrier’s cart for letter 
cearrier’s use. Introduction of the mailster as a means of reducing the weight 
carried by the letter carrier. 

On behalf of our entire membership, 

Tep J. Heary, President, 
CHESTER R. Day, Secretary, 
Branch No. 24, NALC. 


REACTIONS TO DISTRIBUTION GUIDES SYSTEM 


Mr. Canrietp. Having reference again to the so-called guide system 
or the Brooklyn plan, I note that Mr. Barr is now the Assistant Post- 
master General in charge of the Bureau of Personnel, acting. Were 
there any discussions with your union people with reference to that 
program, and is their attitude generally, insofar as you know now, 
that of reasonable approval ? 

General Summerrietp. Our practice traditionally is whenever we 
are going to have an innovation or a change in system, we call in the 
people formally and we inform them of what is eistution I know 
of no exception. 

Mr. Barnes. 

Mr. Barnes. We call all of the organizations in and have a talk 
with them and explain the system in detail. There was only one of 
the organizations, and that is this new one I think you mentioned, 
which openly said they were against it and were going to do every- 
thing they could through Congress or otherwise to prevent us from 
putting it in. But the main organizations that have been here for 
years apparently feel different. 

Mr. Canriexp. Off the record. 

(Discussion off the record.) 
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PROGRESS IN THE INSTALLATION AND UTILIZATION OF AUTOMATION 


Mr. Canrtetp. Speaking again of automation, General—which is 
something this committee is so concerned about—it is good to note the 
prempes you indicated in a general way today. Do you feel we are 

eeping abreast of the challenge of our times and, incidentally, I have 
been reading about some new improvements that you have in mind 
that seem to me to be quite revolutionary, and unusual. Will you 
briefly discuss that aspect ? 

General SummerFIELb. I will be very happy to. In fact, I have a 
brief memorandum I prepared here I would like to read into the record 
if I may, Mr. Chairman. 

Mr. Gray. All right. 

General Summerrre.p. An item was included in the fiscal 1960 
budget to study new methods of message transmission and their pos- 
sible impact on postal installations. 

Out of these studies came a new concept for a better postal service 
using facsimile transmission. This method of transmission, or speed 
mail, as we would prefer to call it, has been tested for limited official 
Government communications between San Francisco, California, and 
Washington, D.C., as well as between Detroit, Mich., Battle Creek, 
Mich., and Washington, D.C. After operating with borrowed equip- 
ment, our Office of Research and Engineering, and the International 
Telephone & Telegraph Co. working under contract to the Post Office 
Department, concluded that the speed mail project is technically and 
economically a possibility for future postal service. Like all research 
and development projects some technical difficulties were encountered 
but the feasibility of the use of this technology is definitely indicated. 

Under the circumstances, I have felt obligated to recommend the 
continuance of this development program, in view of its potential 
improvements and economies for the postal service and consequent 
benefit to the Nation economically and in event of national disaster. 
Our engineers and consultants have recommended a program which 
provides not only research and development but an operational live- 
mail service using Government corespondence between two major 
cities by October 1960. Such a program will provide information on 
such operating problems as methods of collection and delivery, re- 
liability of equipment, ability to maintain sanctity and secrecy of 
the mails, and the letter format desired or required. Technical ques- 
tions such as methods of coding and distribution, coordinating high 
speed transmission to lower speed transmission for lower volumes, 
resolving the problem of integrating the variety of necessary equip- 
ment components into a compatible system, etc., will be answered. 
Operation analysis will determine the program for nationwide imple- 
mentation and the basic economics from which recommendations can 
be made to the Congress for the necessary authorization to provide 
this service to the public. 

This program has assumed such an important position in our think- 
ing, with its potentialities tentatively confirmed by industry, that we 
have rescheduled the research and engineering budget for 1960, and 
our request for appropriations for 1961, in order to make the necessary 
funds available. This in no way changes our thinking as to the im- 
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portance of the previously scheduled items in the program. It does 
emphasize the tremendous importance of the speed mail program. 

Mr. Canrtetp. General, I wish that Postmaster General Granger, 
who served for 1214 years under the administrations of Thomas Jef- 
ferson and James Madison, and James Meigs, Jr., who served under 
Presidents Madison and Monroe 9 years and 1 month, could have 
been in this room today to hear your testimony concerning the opera- 
tions of the Post Office Department in the year 1960. You and your 
staff have a right to be proud of your 7 years in office. 

Thank you, Mr. Chairman. 

Mr. Gary. Mr. Steed. 

Mr. Sreep. General Summerfield, in the few years I have been 
on this committee I have learned enough about your Department to 
say that in my opinion you have done a very outstanding job and 
have made some improvements that will benefit the American mail 
users for a long time to come. The mechanization program is one in 
which I have a lot of confidence and also the modernization program 
is another step in the right direction. 

Having had some firsthand experience with that in my home baili- 
wick, I am only sorry we are not able to do that part of the program 
any faster than we are. 

You made some very interesting comments about the postal deficit. 
We still have with us a rather burdensome deficit and there is some 
question as to how well we are going to be able to cope with it. I do 
not want to put you on the spot, or anything like that, but I was hop- 
ing that at least you could give us some facts that might help us to 
face a problem which I think might come up later on in the session. 


EFFECT OF PERSONAL SERVICES ON THE POSTAL DEFICIT 


I notice here from your statement that you estimate the need at 
about 581,000 man-years to handle the mail for the next fiscal year, 
which is a substantial increase over this year’s total man-years in 
the amount of some 18,000 increase. That indicates as the volume 
goes up the number of people you have to use goes up. It also very 
clearly shows that the heavy cost of the postal service is in the form 
of wages paid to the people who handle the mail. That is the big 
item of expense. Anything that changes that wage scale these peo- 
ple receive has a very tremendous impact on your budget. 

With the movements going on in the Congress to seek additional pay 
raises for postal workers, could you give us some idea of what impact, 
let us say, a 1 percent increase in pay would have on the budget, or 
any other figures of that sort? Could you indicate to us what addi- 
tional deficit problem any pay raise is going to create? 

General SummeErFIELD. For every 1-percent increase I think the 
figure would be around $29 million. That is based on the present 
number of people. 

Mr. Srerep. And the number of people you have to use as the base 
for the increase in volume would be higher and not less as time 
goes on. 

General Summerrietp. That is right. It would be higher. 
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COMPARISON OF PAY SCALES IN THE POSTAL SERVICE WITH INDUSTRY 


Mr. Streep. How do you feel about the proposition as to the com- 
parison of the pay scales of the people working in the Postal Service 
with other wage earners in the country? —s 

General Summerrietp. Of course, | think it compares very favor- 
ably, particularly when you consider all of the benefits that postal 
employees, if not all Government employees, enjoy over that of the 
accepted privileges that prevail in industry generally. I believe our 
costs for fringe benefits, for instance, this year will approach 31 per- 
cent of the total amount. 

Mr. Gittette. $678 million. 

General SuMMERFIELD. $678 million is the cost per year of the 
fringe benefits alone. I think you will find that other departments of 
the Government are less than that total—I think in the area of 29 
percent. You will find that industry generally is about 27 percent, as 
against 31 percent in the Post Office Department. 

And, let’s face it. Whatever you pay out in fringe benefits is charge- 
able to Federal salaries and wages, just like salary itself, because you 
have taken that burden from personal payrolls and put it on Federal 
payrolls, so it becomes a part of it. Off the record, please. 

(Discussion off the record.) 

Mr. Steep. That is all I have, Mr. Chairman. 


COMPARISON OF SELECTED POSTAL SALARIES AND COST OF LIVING, 1939-59 


(The following table compares changes in selected postal salaries 
with changes in the cost of living for the period 1939-59.) 
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Mr. Gary. Mr. Pillion. 

Mr. Pitxi0n. Mr. Postmaster General, I would like to say that I 
think it must be a great source of satisfaction to you to look back at 
the record of 7 years of accomplishment for the Post Office Depart- 
ment. I think you ought to be proud of your staff, because as I see 
the situation for the past 7 years I think you gained a great rise or 
increase in respect for the Post Office Department on the part of the 
citizenry of this country. I think the morale is a great deal better. 
Off the record. 

(Discussion off the record.) 


SAVINGS EFFECTED BY MODERNIZATION PROGRAM 


Mr. Pinion. I want to compliment you and your staff on the fine 
record of accomplishment. Now I would just like to take up, if I may, 
Mr. Postmaster General, the question of modernization. That is a 
$500 million project. Is that right ? 

General Summerrietp. That is right. 

Mr. Pirui0on. We appropriated something like $80 million and you 
are asking for something like $80 million this next year. 

General SUMMERFIELD. Yes. 

Mr. Priuton. In general terms, I have read a great deal about the 
savings that are going to be effected by this modernization program. 
This is a large investment. Can we find one pilot project that you 
could point out and give us the facts and figures on to show what the 
savings are going to be with respect to it because of this mechaniza- 
tion and modernization program ? : 

What, actually, are we going to save in dollars in this program ? 

If we have a pilot operation you can say, “Yes, we have an apparatus 
here, with a set of machines here, that we can capitalize and make so 
much of a saving per dollar investment.” Do you have those figures 
here? Does anyone have them? 

So far I have heard a great deal about it but it is all in general 
terms, with promises. But do we have an actual man-hour cost analy- 
sis of this situation so that you could say, here is a plant and here 
is how that is operating, and here is how much we put in, and here 
is what we saved in man-hours, and here is how we will pay off the 
capital investment you are putting in? 

General SumMERFIELD. I will take a case in point; namely, the city 
of Detroit, which was the first installation of mail flow. It is a par- 
tially mechanized plant. 

Mr. Barnes. We can give you some figures on Detroit and on 
Washington. 

General SummerriELD. Is Washington far enough along? 

Mr. Barnes. We can give them what we feel it would be this year. 

General Summerrre.p. That is fine. 

Mr. Pr110N. When we get to that phase of our hearings I think 
we ought to have something like that so we can have some prospective 
factual view of the savings we can anticipate from this. 

General Summerrretp. We will be glad to give you those figures, 
Congressman, and I think the Washington experience will prove very 
encouraging and very enlightening to you. I can give you some figures 
sa the cuff but I would rather Mr. Barnes prepared it in a statement 

‘or you. 


(Note: Statistics on the Detroit office may be found beginning on p. 414.) 
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ATTENTION TO MANAGEMENT PROBLEMS BY THE INSPECTION SERVICE 


Mr. Priui0on. Fine. With respect to the question raised by the 
chairman, I am sure there must be some validity to what he says con- 
cerning the problem of the inspection service perhaps having too much 
to say about the management, and that it ought to perhaps be con- 
fined more to criminal activities, that is, the enforcement of your 
criminal laws. I am just wondering if that is really a good objection. 
Is it not true, Mr. Postmaster General, that. the inspection service acts 
as a check on management efficiencies along with its criminal activities 
and that if you did not have that criticism and that check on manage- 
ment activities that you would be in a rather sorry way ? 

General SummerrFie.p. Let me say if it were not for the inspection 
service, with the latitude that it has in reporting directly to the Post- 
master General, and having no direct connection and responsibility 
to the other departments of the Government, I would not care to be 
Postmaster General. 

Mr. Pruui0on. That is exactly the way I feel. 

General SumMERFIELD. We handled over $20 billion of financial 
transactions in a 12 months’ period, It involves many different pur- 
chasers in all walks of life, scattered throughout the length and 
breadth of this country. The inspection service pays for itself over 
and over and over again in the protection of the sanctity of the mails 
and its finances, and the peace of mind that those of us in management 
have with the responsibilities we have to carry. 

Mr. Prion. That is the way I feel about it. It is another line of 
authority going down into the management field that reports to you 
directly so that you know, independent of the postmasters, what is 
going on. Is that about it? 

General SummerFIELD. That is about it. May I put something into 
the record here? 

Mr. Pinion. Yes. 

General Summerrietp. Mr. Chairman, may I call your attention 
to this? 

Mr. Gary. Yes, sir. 

General Summerrierp. The practice, I think, had never been fol- 
lowed prior to this administration of having weekly reports to me. 
Can I take a couple of minutes and read to you a report that comes 
to me once a week from the Chief Inspector? These are cases of pub- 
lic interest. This one is dated December 18, 1959. 

Mr. Gary. All right. 

General SumMeERrFIELD. It reads as follows: 

Post OFFICE DEPARTMENT, 


CHIEF PostAL INSPECTOR, 
Washington, D.C., December 18, 1959. 


MEMORANDUM FOR THE POSTMASTER GENERAIL—CASES OF SPECIAL INTEREST 
PROTECTION OF CHRISTMAS MAILS 


Reports received as of ¢c.o.b. December 16 showed 15,119 applicants s’reened 
from Christmas employment * * * 9,202 admitted criminal records, 5,747 made 
false statements on applications, and 170 were drug addicts. One postmaster, 
43 employees (10 Christmas assistants, 14 regulars, and 19 substitutes), and 2 
Star route drivers were apprehended for stealing, rifling, detaining or delaying 
mail. 


50436—60——3 
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DEPREDATIONS 


(Attention given disciplinary and prosecutive actions) 


New Jersey: An employee of , publishers, was discharged for theft of 
letters containing several hundred dollars, after delivery to the company. 

New Jersey: , Manager of , was apprehended for theft of letters 
containing remittances, after proper delivery. Her thefts began 4 months ago. 

New York: A custodial janitor and a laborer at were apprehended for 
theft of a watch from the mail, and possession of other watches stolen from the 
mails. 

Lousiana (contract station): A 14-year-old boy porter was apprehended for 
theft of mail and cash; $142 contained in two stolen registers was recovered 
from the boy. 

New York: A 18-year-old newsboy, on school honor roll, stole considerable 
mail from house letterboxes. About a hundred pieces have been recovered. 
The matter has been referred to the county juvenile court. 

Virginia: A regular mail handler was apprehended for theft of four airmail 
parcels. He admitted selling contents of about 100 such parcels over the past 
2% years. He realized about $1,000. 

Oklahoma : , a substitute carrier, was found guilty of mail theft. Be 
fore sentence was passed, made derogatory remarks against the integrity 
of the inspectors. The judge took exception and informed defendant it had been 
his intention of placing him on probation, but in view of his attitude, and 
apparent continued dishonesty, he was being sentenced to 18 months in prison. 
Upon appeal, the decision was affirmed. 

Postal employees at Conn., , N.Y., . Mich., a 
, Calif., and , Tex., were ‘apprehended for theft’ of letters addressed 
to charitable organizations. 

New York: A substitute carrier was apprehended for theft of letters from 
which he obtained about $250. 

Rhode Island: Investigation is being made of the theft of a No. 2 street col- 
lection box from an electric light pole. 

Connecticut : The executive director of the was apprehended for rifling 
remittance letters. He admitted thefts over the past 2 years amounting to 
about $250. 

Investigation of a $2,000 shortage of currency in a register containing $5,400 
mailed by a bank in , Mass., to Montreal resulted in apprehension of a 
bank messenger; $1,700 was recovered. 












































MAIL LOSS 


Puerto Rico: Investigating nonreceipt of a register containing $11,000 in cur- 
rency, mailed by the Bank of to Antigua. 

Illinois: Investigating the loss of 6,500 circulars mailed by Direct Mail Asso- 
ciation to Ottawa, IIl. 

Colorado: Investigating the loss of numerous Treasury payroll checks to 
payees at , Ariz. 











MONEY ORDER 





Puerto Rico: was apprehended for raising and cashing money orders 
from which he realized about $2,000. 


MAIL FRAUD 


Washington : and were arrested and charged with mail fraud, 
violation of the Securities Act, and conspiracy. They defrauded investors of 
$575,000 by furnishing false information on stocks. 

Georgia : was placed on probation for 2 years for a scheme involving 
the redemption of coupons for cash from a Baltimore firm. 

Kansas: d/b/a , N.Y., received a 1-year prison sentence 
for fraudulent advertising and sale of “lifetime” radios. 

California. : was apprehended for use of canceled credit card to obtain 
merchandise which he failed to pay for. 

Florida: Mrs. was sentenced to 1 year and a day in prison for mailing 
worthless checks in payment for merchandise. This is her fifth offense. 

Massachusetts : /b/a — . was sentenced to 3 months in prison 
for operating a work-at-home scheme from which he realized about $5,000. 
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Georgia : was convicted for mail fraud. His scheme involved submis- 
sion of fictitious orders for merchandise using the names of Augusta residents. 

Florida: and were indicted for mail fraud in connection with 
the sale of chrome plating material distributorships. 

Florida : and were indicted for the fraudulent sale of franchises 
and distributorships for floor wax. 








THEFT 


New York: The eighth member of a gang of thieves operating an extensive 
fencing business was apprehended. He had in his possession 7,474 money orders 
stolen from — station. Currently on parole from Sing Sing, his criminal 
record dates back to 1918. 





DISCIPLINARY ACTION 


California: A carrier was suspended without pay for misdelivering a register 
containing a $400 ring, which was stolen. The ring was recovered. 


BURGLARY 


Minnesota (Contract Station 42.): Loss, $986 postage stock and $30 cash. 
It is believed the safe was left open overnight. 

Ohio: The safe stolen from contract station 1 on November 28 was recovered 
with all but one of the 1,163 money order forms. Stolen cash and stock were 
not recovered. 

Pennsylvania (60th Street Station) : Loss, $589 cash and stamps. 

Pennsylvania: Loss, 261 money order forms, dating and postmarking stamps. 

Arkansas: Loss, about $138 cash, 329 money order forms, validating, post- 
marking, and control stamps. 

Illinois: The safe was stolen. It contained 169 money order forms, and 
undetermined amount of stamps. 

Louisiana : The safe was stolen. It contained about $1,756 in stamps 
and cash, 471 money order forms, and validating and control stamps. Five of 
nine suspects have been taken into custody. 

Georgia: The safe was burned open. Loss, 379 money order forms, dating 
and control stamps. Amount of cash and stamp loss not yet determined. 





HOLDUP 


Oklahoma: Two men held up Eastern Station taking about $1,500 currency. 
The superintendent was alone at the time. 

California: An armed robber held up money order clerk and obtained about 
$600 postal funds. 

Oklahoma: A man purchased 6 money orders totaling $350 from the post- 
master, then held up the postmaster and took the orders. Investigating. 


EMBEZZLEMENT 


California: Regular carrier admitted embezzlement of about $300 c.o.d. funds. 

West Virginia: A career clerk admitted embezzlement of $128 in c.o.d. funds. 

Arizona: admitted embezzlement of postal funds and falsification of 
records. The funds were replaced. 

Colorado: Inspection disclosed falsification of records and a shortage of $167, 
which the postmaster admitted embezzling. The shortage was replaced. 





OBSCENITY 


Georgia : , university student, was indicted on 15 counts on mailing 
obscene pictures and correspondence. He was convicted on a similar charge in 
1956 and placed on probation. 

California : , an obscene dealer, was sentenced to serve 6 months in 
prison and 24% years probation. 








ACCIDENT 


New Mexico: A mail box star route bus plunged off highway into canyon. 
The driver and one passenger were injured. The bus was demolished. The 
extent of mail damage is not yet known. 
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Maryland: A career substitute carrier, driving mail truck through heavy rain 
and fog, struck and critically injured an elderly man. Charged with reckless 
driving, the driver has requested Government counsel. Investigating. 


FIRE 


Maryland: Fire in a 24-foot star route trailer truck resulted in heavy destruc- 
tion and damage to parcel post: 63 first-class pouches were recovered intact. 
Oklahoma: About 15 sacks of parcel post were destroyed by fire on a depot 
hand truck. Investigating. 
Kansas: Fire in Kansas City and Miami star route truck destroyed 4 sacks 
of parcels. About 300 pieces of first class mail were damaged. 
D. H. STEPHENS, Chief Inspector. 


Post OFFICE DEPARTMENT, 
CHIEF POSTAL INSPECTOR, 
Washington, D.C., January 8, 1960. 


MEMORANDUM FOR THE POSTMASTER GENERAL—CASES OF SPECIAL INTEREST 


PROTECTION OF CHRISTMAS MAIL 


The final report. shows a total of 132 employees, 2 star route drivers and 1 
postmaster apprehended during December for theft or other mistreatment of 
mail. Involved were 82 Christmas and seasonal assistants, 26 regular em- 
ployees and 24 substitutes. 

Of 16,272 Christmas applicants screened from employment, 9,558 admitted 
criminal records, 6,427 made false statements, 184 were drug addicts and 103 
were disqualified for other reasons. This exceeds the record of 15,722 screened 
in 1958. 

MAIL FRAUD 








Illinois : and . operating as , were each given 5-year prison 
sentences for a work-at-home scheme. They victimized people of more than 
400,000. 

Texas: and were indicted for mail fraud in connection with 
the sale of stock in investment companies which they set up. The total amount 
fileched is not known, however, promoters realized $483,000 as a result of two 
stock manipulations. Bond was set at $1,500 each. Joint investigation with 
SEC. 

Missouri : and , operating as , and a salesman pleaded 
guilty to mail fraud charges. They failed to furnish $45,000 worth of tube 
testing devices for which they had taken orders by mail. 

Tlinois : . Substitute clerk, was given a 2-year sentence, suspended, and 
placed on probation for 3 years for mailing an envelope bearing a predated 
postmark and containing the winning entry in a $10,000 contest. 




















Arizona: , an advance fee promoter, was arrested and held in jail in 
default of $5,000 bond. 
Alaska: is being held in a Philadelphia prison in default of $5,000 bail, 


pending removal to Anchorage. He realized $9,000 from a scheme involving ads 
for guns and accessories which he did not furnish. 

District of Columbia and California: d/b/a was sentenced 
to 2 years in prison for operating an agency offering employment in foreign 
countries, which he could not provide. He filched about $2,500. 

Michigan : , Operating as , defrauded professional men of an 
estimated $100,000 with a scheme inducing them to purchase a discount equip- 
ment catalog, which was not furnished. He pleaded guilty to 10 of 38 counts. 

Illinois : , a Canadian, was sentenced to 18 months in prison and de- 
portation thereafter. He rented 21 post office boxes in different cities under 
fictitious names. Obtaining a position as traveling auditor with a food processing 
firm, it was one of his duties to destroy merchandise coupons redeemed by 
merchants at branch offices of his company. Instead of destroying cou- 

ns, mailed them to the home office, using fictitious names and address 
of his rented post office boxes, collecting payment therefor on his next visit to 
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that city. Offender, a criminal with an extensive record, realized $3,000 from 
this scheme, but was worth $100,000 at the time of his arrest. 


BURGLARY 


Burglaries of post offices accounted for the following losses : 

Ohio, $483 funds. 

Ohio, $824 postage fixed credit. 

Michigan (North End Station), $29,230 fixed credit cash and stamps, cash 
reserve of $2,998, 25, $2,500 postal savings certificates, and 119 money order 
forms. 

South Dakota, $400 cash. 

Alabama, $230 cash and checks, 463 money order forms, 7 limitation stamps 
from $40 through $100. 

Texas, 458 money order forms, $240 cash and limitation stamps. 

California, $3,745 in postage accountability, in addition to 462 money order 
forms reported December 31. 


DEPREDATIONS 
(Attention given disciplinary and prosecutive actions) 


New York: A railroad employee was apprehended for theft of four parcels 
through relabeling. 

Michigan: A regular carrier admitted having stolen about 20 letters contain- 
ing Treasury checks which he turned over to others for cashing. 

Railroad post office: 291 letters were recovered from a substitute employee 
apprehended for mail theft. Prior thefts netted him an estimated $600. 

District of Columbia; A substitute clerk apprehended for rifling parcel post is 
believed to have rifled as many as 30 parcels a day. 

New York: A Christmas assistant was apprehended for throwing about 300 
letters into an incinerator. More than 50 of the letters were burned. 

Railroad post office: A substitute clerk was apprehended for theft of 141 
letters. 

Florida: A regular mail handler was apprehended for theft of mail, including 
registered remittances. 

Texas: A Christmas assistant was apprehended for interception of parcel 
by obliterating original address and readdressng to a different name. 

Connecticut : was sentenced to 7 years in prison for theft and forgery of 
Treasury checks. He realized about $20,000. 

Postal employees at , N.Y., , Mich., , Ohio, and , N.Y., 
have been apprehended for theft of letters addressed to religious and charitable 
organizations. 














OBSCENITY 


New York: was apprehended for possession and mailing of obscene 
material, quantities of which were seized. He admitted preparing correspond- 
ence and manuscripts but alleged that photos were obtained from abroad. 
Investigation continuing. 








EMBEZZLEMENT 
Massachusetts: A career clerk admitted overcharging and embezzling $65 
postage. 
Ohio: Postmaster admitted embezzlement of $453. Restitution was 
made. 


South Carolina: Subclerk 
Pennsylvania: Postmaster 





admitted kiting $423 c.o.d. funds. 
admitted embezzlement of postal funds. 
The shortage exceeds $1,100. 


New York: , a mail clerk in the brokerage firm of » embezzled 
$500,000 by manipulation of funds turned over to the company mailroom for 
postage. No evidence of postal funds involved. Investigating. 

Montana: The wife of , clerk in charge admitted embezzling about 
$4,200 money order funds. Investigation continuing. 

Illinois: Registry clerk admitted embezzlement of $40 postage-due funds. 
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FIRE 


New York: Fire destroyed the second floor of a building in which post oflice 
was located. Water damaged post office; mail and equipment were removed. 
No postal loss. 

PLANE CRASH 


North Carolina: National Airlines plane which crashed, killing 34, carried 
557 pounds airmail and 354 pounds airlift mail. All mail was intact. 
D. H. Steruens, Chief Inspector. 


Mr. Pituion. If the Inspection Service is of great aid to you in the 
management and overseeing of proper management in individual post 
offices, then maybe the word “inspection” is the wrong word, because 
that has a connotation that all it does is to ferret out these criminal 
matters, whereas if it is an aid to you in your management I think 
that implies other duties. If some people in it recommend and send 
to you criticisms of failure to follow rules and regulations, then per- 
haps you might think of changing the name from that of “inspection” 
to some other name that will more fairly describe the sphere and the 
breadth and overall operations of the Inpection Service so that it is 
not looked upon as merely a criminal agency. 

General SummerrieLp. As you gentlemen, I am sure, are all aware, 
Mr. Pillion, a great many of the people who make up the present 
management organization in the field came out of the Inspection Serv- 
ice because they were the only people who were knowledgeable in all 
phases of postal operation. We relied on the Chief Inspector’s office 
to supply us most, for instance, of the regional directors. 

T would like to emphasize to you that I look upon the- Inspection 
Service, beginning with the Chief Inspector, to help me police the 
whole management structure of the Post Office Department, and all 
of the members of the top staff. We just have to have some checks 
and balances throughout thecountry. That isthe only safety we have. 


PURPOSE OF DISTRIBUTION GUIDES SYSTEM 


Mr. Prtx10on. One more comment with regard to the Brooklyn plan 
and making records of work. Is that for the purpose of increasing 
efficiency so that you get a measurement of work done by a particular 
person or group of persons? Is that what it is for? 

General SuMMERFIELD. Yes. 

Mr. Prtzton. I would like to make this one comment. Sometimes 
these systems of recordkeeping do degenerate into merely getting rec- 
ords without anybody looking at them. It is just a matter of storing 
them someplace. I hope this does not degenerate into that. I agree 
with the purpose of keeping records to be able to measure work done 
and measure efficiency, but sometimes it gets to be nothing but a 
bureaucratic ritual that people have to do, and which no one ever looks 
at. You hire a warehouse to store those records in. I hope it will 
be limited to a tool for increasing and measuring efficiencies and that 
it does not become just another bureaucratic situation where you are 
wasting time of your supervisors and nobody looks at them, and no- 
body compares them, and nobody does anything based on the knowl- 
edge which it contains. Then it becomes a useless measure. 

I know you have that in mind and in your shop I do not have to 
tell you that. 








TH TH bee OS OS OM Oe 


eZ 


ce 
dd. 


a] 


see /! 


se 


Se eS Uhm UL] hee )«CUM 








37 


General SummerrieLp. We approach this a little differently than 
the usual work standards program. We do not go in and say, “Now 
you men have a yardstick you have to follow here.” We merely go 
around and just keep a record of how they are performing, and how 
one compares against another. It is amazing what happens. The 
fellows look around, and it is a self-policing type of thing. We don’t 
set goals they cannot reach, or anything of that kind. That is not the 
system at all. But the results are very, very encouraging to all of us. 

Mr. Prixion. Again I want to compliment you and your staff for 
your fine job. 

General SummerFIeELD. Thank you very much for your very gen- 
erous comments. 

Mr. Gary. Mr. Alexander. 

Mr. ALExaNper. General Summerfield, I am going to be very brief. 
As you know I have been very much interested in the Post Office De- 
partment, and since I have been in the Congress on the Post Office 
Committee and on this committee, I have been very familiar with the 
very difficult workings of a thing as large as the Post Office Depart- 
ment covering all sections of the country. 

Even at the sake of repetition I do want to commend you and your 
staff. I think you have done an excellent job. I think we have a lot 
of problems and a lot of things still to be overcome in the Post Office 
Department. I just want to bid you Godspeed in the solution of them. 

One thing that has caught my attention somewhat in our mechani- 
zation program is that we have spent quite a bit of money and have 
not had any reduction of personnel to the point where we have had 
many kicks. I hope that with the addition of all this mechanization 
that we will be able to reduce the cost, overall. I think you are going 
to give us some facts to bear that out. 


STATISTICS ON MAIL OFFENSES 


In respect to the sanctity of the mail, do you have any figures, pos- 
sibly by years, as to the number of people that have been involved in 
tampering with the mail, that would show either stability, or a de- 
crease, or an increase in the people that have been caught? 

General SummerriEp. I will ask the Chief Inspector. 

Mr. SterHens. Congressman, I have statistics by years, and I have 
noted most of them, I believe, for my statement when my account is 
taken up by your committee, but I can say to you briefly that for each 
of the past 7 years there has been an increase in the number of not 
only defalcations and thefts of mail and other postal offenses, but in 
mail fraud, in armed robbery, and similar offenses. 

Within the past year we effected 8,859 arrests. That is the highest 
number in history. And that grew out of investigation of 77,500 
criminal-type cases. It is not a matter that we like to recite but it is 
nonetheless a fact that defalcations are increasing in the postal service, 
as I believe statistics will show that they are in almost every line of 
business and industry. Last year we supplied the Senate with an ex- 
hibt to show that we found a shortage or other financial defalcation 
in 1 out of each 18 financial examinations or inspections of postal in- 
stallations. That trend continues today. 
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Mr. Avexanper. In other words, the trend apparently is that you 
are making more arrests and are catching more of the people. Is that 
—— of an increase volume, or do you feel you are doing a better 

ob? 

Mr. Sreruens. Well, I think the relationship is to increasing popu- 
lation and mail volume. I think it reflects the trend of the times. 
Then we are assigning each year additional manpower to the criminal- 
type investigations and we have initiated in the past couple of years 
some specialized and nationally coordinated programs for dealing 
with some of these offenses. 

So we hope, we believe, and I feel we are doing a better job. 

General SumMERFIELD. Can we put these figures in the record now? 

Mr. ALEXANDER. Off the record. 

(Discussion off the record.) ' 

Mr. Gary. General, will you insert a statement in the record at 
this point on this matter we have been discussing off the record ? 

General SUMMERFIELD, All right. We will prepare a statement on 
this, Mr. Chairman. 


(The prepared statement submitted by General Summerfield is as 
follows :) 


Arrests by class of offense for fiscal years 1949-59 





| 
Class of offense | 1040 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1959 





Burglary of post offices, stations, 
Laat talents 316 | 421 | 407] 380] 405] 449] 425] 470| 478] 462 514 


Holdup and robbery____- ees es ee a i eo ee, eee 33 
Theft and rifling of mail by— 
Postal employees___________- 601 | 499 | 531] 483] 486| 473 | 435 | 424] 541] 621 609 


Railroad employees__.__-__-- 88 46 47 53 41 29 16 19 17 8 6 
Others from mail receptacles_|2, 129 |2,876 |2, 444 |2, 260 |2, 525 |2, 628 |3, 144 |2, 608 |2, 705 |3, 160 | 3,306 
Interception 414 8 

Others—miscellaneous-____-- 715 | 841 670 | 7: 760 | 802 | 625 | 322] 421 409 336 


Willful injury of mail receptacles.| 240 | 334 | 278] 353] 494| 455 | 420] 727! 896| 901 981 
Theft of Government funds and 









































SE te cre couea ue 47 54 37 44 44 49 41 49 68 75 76 
Se ee ee. NEES, (ERIE? FPA FOSS TPE ey: (eae Heme 2505 | 582] 675 924 
Possession of stolen goods._.____- 78 92) 158 82} 142] 172] 180 36 36 29 50 
Fraudulent use of the mails____.. 356 | 356 | 289] 243 | 242| 214] 204) 274] 312] 351 445 
SN Ne os hee RS 14 25 42 3 6 11 18 0 4 11 
Obscene mail 170 171 134 197 172 136 | 200! 224] 201 293 315 

‘oisons..___- 10 10 9 13 2 4 8 9 6 9 
Explosives 1 1 7 5 2 3 6 3 1 12 
Scurrilous and defamatory mat- 

|” SIRS 5 6 held RP 14 22 10 16 11 8 16 17 7 14 15 
a Ee 29 24 30 29 22 23 42 pry 27 44 29 
Impersonation of postal employ- 

OES TEL a BT s| w 5 8} 10 5 3 3 5 
Embezzlement of funds_________- 115 | 142| 144{ 142] 109! 134] 149] 151] 139) 170 159 
False claims against the United 

| | a ea 10 11 26 8 10 9 11} 100 29 23 9 
Forgery of money orders and 
i savings certificates______ 270 | 307| 213 | 205 | 240 | 346) 347| 284) 292] 408 411 

EDIE ScSasvescncesccoe 164 | 169 225 | 225| 216) 176| 224| 143] 144] 150 137 
ee 5, 388 |6, 440 [5,730 15,486 {5,983 |6, 148 |6,631 |6,852 |7,344 |8, 284 | 8,859 





1 Figures for previous years reported under ‘‘Others—miscellaneous.”” 
? Figures previous years reported under “Theft and rifling of mail by—Others from mail receptacles.” 


Mr. Atexanper. Let me say I think your staff is doing an excellent 
job and we appreciate the fine explanation of the speedup measures. 

Mr. Gary. Mr. Conte. 

Mr. Conte. Mr. Chairman, I want to echo the sentiments of my 
colleagues and compliment the Postmaster General and his entire 
staff for the businesslike manner in which you have operated the Post 
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Office during your tenure of office. I can say this from the bottom 
of my heart: Your sterling character, your devotion to duty, and the 
quality of the service you have rendered the Post Office and your 
country, are something to behold, and we certainly are proud of you. 


COMPLAINTS AGAINST THE METRO SYSTEM 


I have only one question, Mr. Postmaster General. There are cer- 
tain complications in the metro system. I have two files of letters 
from constituents who are quite upset about the metro system. First 
of all, I believe this agitation originates because the metro system 
will mean a loss of train service to our area, which is predominantly 
a recreational area. ] 

Since its inception, there have been several businessmen, resort 
owners and selectmen of the many towns in my district, who made 
a very close survey of the mail service and who have forwarded to me 
mail which had been sent from New York and adjoining States. 
They claim it takes longer now for the mail to get into their respec- 
tive post offices than it did before the metro system. 


ACCIDENTS BY MAIL TRUCKS 


The second complaint is about the trucks. There have been two 
fatalities in the month of December. A rabbi’s son in my hometown 
was killed and another person was killed in Pittsfield—by drivers of 
metro trucks. One of the repeated questions I receive from my 
constituents is, does the Post Office require minimum requirements for 
these trucks safetywise? When you let out a contract, do drivers 
have to meet any requirements, what are the hour limitations, if any ? 

In the collision which killed the rabbi’s son, the fellow had come 
from Boston to Albany and back to Boston, and on his way back to 
Albany all in 1 day, which is about a 200 mile run one way. 

These are things that are very disturbing and I am wondering if 
you can have some sort of comment for the record on this. 

General SummerrFrIeLD. Well, I would suggest, Congressman, that 
you confer with General Barnes on these two cases and if you have 
some background information, we will be very glad to thoroughly 
check it and analyze it. You may have pointed up something to us 
here on the hours that men drive which might be of considerable im- 
portance to us. 

Mr. Contr. And the type of equipment I think is important to us, 
also. 

General SuMMERFIELD. We will do that. We are very proud, as 
you know, of our safety record. The Post Office Department has for 
5 consecutive years gotten the national award. 

Mr. Conte. These drivers are not part of your organization. 

Mr. McKrgs1n. They are employees of star route contractors. 

General Summerrretp. Yes. I know they are star routes but they 
are working for the Post Office Department and we want proper cau- 
tion to be taken and safe standards as well. I appreciate your calling 
thisto my attention. We would like to talk about it later on. 

Mr. Conte. I will be glad to turn both of these files over to you. 
You can peruse them and see the letters and objections they have 
sent to me. 
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General SummerFIELD. I might say in relation to some of these 
trains. It has been pretty easy for some of the fellows to say, and we 
found out some of the impressions that some of the railroad companies 
are giving people in the areas, that they are taking off trains because 
of the mail being taken away; but actually it has nothing to do with 
taking off the mail. They were intending to take the trains off and 
were taking them off. There was one instance I remember where 
they were taking a train off and they were putting stickers on the 
commuter train saying that this train was coming off because of the 
Post Office Department, and that was not true at all. It isa defensive 
mechanism these fellows use in some instances. Not all; but a few 
of them. We will be glad to go into those with you, however. 

Mr. Conte. Fine. 

General SummerFrieLp. And I appreciate very, very much your com- 
ments. Mr. Chairman, may I make a few comments for the record ? 

Mr. Gary. Yes; surely. 

General SumMeERFIELD. I came over here today with mixed feelings 
ina way. As I said in my prepared statement, this is my eighth ap- 
pearance here before your committee and I feel my association with 
the Post Office Department and the members of this committee has 
been one of the pleasantly memorable periods in my life, and I am 
sure I speak for my colleagues who are here with me today and those 
that were in the Department in the last 7 years who are now with other 
departments of the Government. 

Together we have come a long way. I hope that maybe we have 
set an example for other departments of the Goventanent to-profit to 
some degree. I say that most constructively, and not in any critical 
sense at all. 

As I say, when I came over I came here with mixed feelings. They 
are mixed because I am always happy to come to present our program 
before this committee, since I know it will be treated thoughtfully, 
and constructively, and effectively, and intelligently. I heard a few 
days ago, though, that one of the esteemed members of the committee, 
the former chairman that you spoke of earlier in your own comments, 
Congressman Canfield, intended to end his career in the Congress, 
which career had extended over many years. 

I would want this committee to know, and I would want you to 
know, Congressman, that it was a great disappointment as far as my 
personal feelings are concerned, and for the Department’s sake, that 
you have indicated that you will not be available for reelection from 
your district. 

On the other hand, you have certainly earned your rest. You have 
made a very substantial and memorable record. You are a credit to 
your community and to your State and to our form of government and 
to this Congress as a whole as well as to this Committee on Appro- 

riations. I want to commend you, and I would like to have you all 

ow that working with Gordon Canfield and working with all of you 

through these years has given me renewed confidence in our form of 
government itself. 

I recognize how important it is these days, particularly in this very 
critical era through which we are passing in the history of this coun- 
try, to have intelligent, dedicated, honorable men, with courage. ‘The 
need for them has never been greater than it is at the moment or will 
be in the months and years immediately ahead. 
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I have come to respect the Congress for the important branch of 
this Government that it is. I realize why the farsighted forefathers 
of our country created the three divisions of this Government. So I 
say, I am sorry for the Congress and for the Department that you, 
Gordon, will not be with us next year; but I am happy for you that 
you still have a good deal of your youth left and you still have your 
health. I wish you every possible success and happines in the years 
to come. 

Mr. Canrtevp. Thank you, General. 

General Summerrie.p. Thank you, Mr. Chairman. 

Mr. Gary. General, I thank you for the very kind statements you 
have made concerning our committee. I know that the members of 
this committee have enjoyed working with you and your staff and we 
have found you most cooperative. I particularly appreciate the very 
kind remarks that you have made about our colleague and I am certain 
that all of the members of the committee at some subsequent date are 
going to want to say something about that. I know that Ido. No 
one is going to miss Congressman Canfield any more than I shall. We 
have worked together for many years and we shall have some more to 
say about that later on. 

I want to assure you that I appreciate, and I know the committee 
does, your very generous remarks. 

General Summerrievp. Thank you, sir. 

Mr. Gary. It is always a pleasure to have you before us. The com- 
mittee will adjourn and meet again tomorrow morning at 10 o’clock, 
at which time we will consider general aspects of the postal budget 
— we will hear opening statements from Mr. McKibbin and Mr. 

illette. 
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1959 actual | 1960 estimate | 1961 estimate 
Program by activities: 
1. Administration, regional operation, and research: 
OS EE SES OT erry $63, 248,085 | $66, 575, 000 $68, 200, 000 
fo See eee 4, 868, 779 5, 500, 000 5, 500, 000 
Total, administration, regional operation, and 
ae anette cca erns ec niicces ataladal ia nis Gabascntouialasel 68, 116, 864 72, 075, 000 73, 700, 000 
os hs oe hhc sd cresleanrnte 2, 900, 881, 462 |2, 994, 000, 000.! 3, 135, 300, 000 
A Ey Tile ee ea ae 507, 288,632 | 531, 000, 000 550, 400, 000 
4. Facilities: 
Operating.........- aie eigeesieoaen tee ait eeaparkinenere 112, 627,681 | 121,085,000 145, 350, 000 
ac ae nr ace eniaiveinmacni 66, 691, 725 , 250, 000 68, 250, 000 
1959 program obligated in 1958_..............._- —  % St RE ee eee ae ae 
| EE AAT Ae Pe A MNO 164, 081, 095 189, 335, 000 213, 600, 000 
5. Postal modernization (capital and research) ___......-..}-----.-------- , 000, 80, 000, 000 
Total obligations subject to appropriation_-___......_- 3, 640, 368, 053 |3, 866, 410,000 | 4, 053, 000, 000 
Postal operations not subject to annual appropriation: 
1. Purchase of stamp-embossed envelopes. --_--------- 8, 638, 910 8, 700, 000 8, 765, 000 
Re PIII, CORUM MIRO. osc ciscicccccncueccnncancase 6, 202, 382 6, 125, 000 6, 050, 000 
Be IE rece cecmnccenencinanacnankorenscinn 167, 235 175, 000 185, 000 
Total obligations not subject to annual appro- 
RR Se ES 15, 008, 527 15, 000, 000 15, 000, 000 
Reimbursable work for others: sitavils 
1. Administration, regional operation, and research___ 9, 729 6, 000 6, 000 
og iS Sincnenac un aninokGasshodnetbnnirsh 1, 576, 724 1, 883, 000 1, 912, 000 
Ee ee One eee 21, 114, 030 22, 162, 000 23, 264, 000 
DE MR ncn acciunaadarnecasantsendcenachenccnscis 4, 071, 261 4, 510, 000 4, 577, 000 
Total reimbursable work for others_.......----.-- 26, 771, 744 28, 561, 000 29, 759, 000 
Total program (obligations) _...............-..--- 3, 682, 148, 324 |3, 909,971, 000 | 4,097, 759, 000 
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Program and financing—Continued 



























































1 Regular Appropriation Act. 


in the Supplemental Appropriation Act, 1960 (Public 


Law 86-213 


1959 actual | 1960 estimate | 1961 estimate 
Financing: 
Amounts becoming available: 
Revenue from mail and services: 
Sale of postage stamps and stamped paper. ------- $1,316,824,249 |$1,362,708,000 |$1, 446, 743, 000 
Postage paid under permit: 
Metered (after refunds of postage) - - . ........-]1, 268, 036, 737 |1, 362,093, 000 | 1, 490, 225, 000 
pi CIR ES Sd 5S De ee Ee aE eS: 264, 919, 222 | 285,000, 000 , 000, 
Receipts from other Government agencies for 
mail and other postal services. -..........------- 77, 221, 805 86, 524, 000 94, 857, 000 
| REFS LTR BR 8 Rey Pon e aa , 876, 27, 967,000 28, 526, 000 
Money order fees and related revenue. - --| 67,089, 236 69, 998, 000 71, 198, 000 
Income from Postal Savings System. 8, 083, 854 6, 738, 000 4, 874, 000 
International mail transit service_- - - 12, 127, 995 500, 14, 500, 000 
Miscellaneous revenue-.----.--------- 8, 079, 337 9, 472, 000 9, 077, 000 
Total revenue from mail and services---....-.-- 3, 050, 259, 335 |3, 225, 000, 000 | 3, 465, 000, 000 
Receipts from appropriation ‘‘Payment for public 
services’”’__.......- iiule apis etianadd-sbus oanedepeceags pore seexennae 37, 400, 000 49, 000, 000 
Total revenue and receipts...........----------- 3, 050, 259, 335 |3, 262, 400,000 | 3. 514,000, 000 
Advances and reimbursements from— 
Federal departments and agencies. .._...--.-...-- 23, 139, 943 24, 495, 300 25, 633, 254 
PHORM OTUE BOUIN. . oc aceon n ns gece ge yecsnanccon 3, 631, 801 4, 065, 700 4, 125, 746 
Total advances and reimbursements. - -----....-- 26, 771, 744 28, 561, 000 29, 759, 000 
Total amounts becoming available ----.........- 3, 077, 031, 079 |3, 290, 961,000 | 3, 543, 759, 000 
Dg ten ee ee 605, 117,245 | 619,010, 000 554, 000, 000 
1959 appropriation available in 1958__........---.-..------ RE i aa See Sete we 
Unobligated balance brought forward: 
DOr TOMI GO TIORMITY.. «6 - ceciccabawe----~ .-| —19, 621,746 | —27, 354,056 | —16.012,056 
Principal of ‘Air carriers revolving fund”’ . _ - - aoe —7, 000,000 | —7,000, —7, 000, 000 
Adjustment of prior year obligations and revenue--.--__-- Of Ny AP Nactaciniin ddd Unie Hashes nb Gdee 
Balance no longer available (repayment to Treasury for 
unused portion of prior year appropriations) ____.-..__- 4, 815, 665 11, 342, 000 11, 129, 301 
Unobligated balance carried forward: 
WOr Poeun 60 THOROENY. ..: .222.52-.25.26052 0552.02.52 27, 354, 056 16, 012, 056 4, 882, 755 
Principal of ‘‘Air carriers revolving fund”’_--..--...-- 7, 000, 000 7, 000, , 000, 000 
Appropriation (new obligational authority) --.......-.-- 625, 238,311 | 619,010,000 554, 000, 000 
Post OFFICE DEPARTMENT 
Appropriations + $3, 859, 410, 000 
Estimates, 1961 4, 053, 000, 000 
Increase over appropriations, 1960. +193, 590, 000 


In addition, $7,000,000 ba a for “Transportation” 


Mr. Gary. Gentlemen, the committee will please come to order. 





We shall begin this morning our detailed consideration of the budget 
for the Post Office Department. 

The appropriation for 1960 was $3,859,410,000 in the regular ap- 
propriation act. In addition, $7 million was appropriated for trans- 
portation in the Supplemental Appropriation Act of 1960. 

The total estimate for 1961 is $4,053 million, an increase of $193,- 
590,000 over the regular appropriation for 1960. 

We shall be glad to hear at this time from the Deputy Postmaster 
General, Mr. McKibbin. 

Mr. McKibbin, I understand that you have recently taken over 
this position. We were all distressed to see Mr. Sessions leave the 
Post Office Department, because in our judgment he was a very able 
Deputy. The Department, I am certain, will miss him, 
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On the other hand, we are pleased to see that one so well qualified 
was ready to step into his position, and the committee this morning 
welcomes you as the new Deputy Postmaster General. 


GENERAL STATEMENT ON REVIEW OF OPERATIONS 


Mr. McKissrn. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the committee, I want to express my 
appreciation for the opportunity of again appearing before you. 

e help that this committee has given the Department has contrib- 
uted greatly to the progress made during the past 7 years. I am 
pleased to have had a part in that progress. 

I believe that old truism that history is prolog. The new program 
started by the Department in 1953 is still our major objective. The 
progress we have made is indicative of the future, but no one is more 
aware than we of the work that remains to be done. 

Spurred on by the original objective of General Summerfield of 
next day delivery of a letter between any two major cities in the 
United States, we have made notable improvements in the operation 
of the postal service. In the orderly process of doing this we have 
called upon business and industry to help. We have invited their 
participation at all levels. One of the Postmaster General’s first ad- 
ministrative requests was for complete and impartial surveys of our 
fiscal and physical operations to be made by a nationally known ac- 
counting firm and by an outstanding organization of business consul- 
tants. These led to making the Department’s procedures-and prac- 
tices comparable with modern methods in business and industry and to 
broadening administrative responsibilities to include many phases of 
postal operations hitherto neglected. 

The Department’s progress in reaching present stages of advanced 
a and program development can be divided into three 

riods. 

Patel 1 covered management improvement. It consisted of the 
organization of the departmental headquarters into streamlined bu- 
reaus and offices whose activities were all instantly responsive to the 
Postmaster General and the establishment of regional offices under the 
direction of competent administrators who would bring direction and 
help closer to the management of our 36,000 postal installations. This 
revolutionary change in the Department’s management organization 
was not a concept of this administration. It had been suggested as 
long ago as 1908 by the Penrose-Overstreet committee and repeated 
several times since then—most recently by the Hoover Commission in 
1949. But it remained for this administration to carry through the 
monumental steps by which these organizational improvements were 
brought into being. That this could be done without disruption in 
the erent Bowe task of moving the mail is an accomplish- 
ment in which the Department can justly take pride. 

Closely allied with management improvements was the introduction 
into the Department of modern personnel practices including a uni- 
form and nationwide salary schedule for the postal field service and 
the principle of compensation commensurate with the degree of re- 

onsibility. This comprised, also, the organized training of super- 
visors and employees in the performance of their duties, constant at- 
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tention to the elimination of safety hazards, and the practice of sound 
safety principles and full implementation of a suggestions and awards 
system to aciliat: all employees in a continuing campaign for the 1m- 
provement of the service. 

Period 2, to my mind, was the money period during which financial 
practices which were repetitive and common to all post offices were 
centralized into regions where they could be done more promptly at 
less cost. Included in this period also was the development of mean- 
ingful financial reports so that they would be available for manage- 
ment control purposes rather than merely historical records. Among 
the long-needed improvements was the establishment of adequate in- 
ternal audit. 

In period 2 were the elimination of airline subsidies as a charge 
against the Department’s operations and the adoption of the practice 
of reimbursement by the other Federal departments for postal services 
rendered by the Post Office Department. 

I would also include in period 2 postal rate changes and the long- 
continued effort by the Department to persuade the Congress to adopt 
rates sufficient to produce income equal to the Department’s costs. 
While the increases granted did not achieve the goal, the goal itself 
was enacted into law as congressional policy. 

The third period, which was in many ways an outgrowth of periods 
1 and 2, may be termed the service improvement period. It includes 
all the activities that resulted from, and have been made possible by, 
the improved management techniques, organization structure, and 
financial tools which of necessity had first occupied the Department's 
attention. This period includes a lengthy list of activities of the 
Department which this committee has seen develop and grow during 
these past 7 years. 

A few noteworthy accomplishments are: 

The development of the metropolitan area plan, a program designed 
to assure next-day delivery of letter mail within a circumscribed 
geographical area. In just 16 months, 60 of these metro areas have 
been activated, rendering service upwards of 95 percent efficiency to 
129 million of our 176 million fellow Americans. 

Today it is really interesting to note that 18,000 of our 36,000 post- 
masters are participating in the metropolitan area program. The 
program has their enthusiastic support, and enthusiastic support of 
postal employees everywhere, because it enables the postmaster in any 
class office to really operate as a first-class postmaster. 

He becomes a part of the movement of the mail in his community. 

The Bureau of Transportation, working with the Bureau of Oper- 
ations, has made a comprehensive nationwide study of our whole mail 
transportation problem. This study, which has been completed 
recently, may well serve as a guide to Department action for future 
years. It has led to proposed legislation and to application to the 
CAB for an extension of airlift service. As we improve nationwide 
transportation we link together the metropolitan areas and thus bring 
closer the day when we will in fact have next day delivery of a letter 
between any two major cities in the United States. 

In this period 3 we inaugurated an urgent program of physical 
modernization, encompassing mechanization, new processes for mail 
handling within the workroom area, new facilities and equipment of 
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all types and the installation of an office of research and engineering 
pie 29 with its own laboratory. Again the ranks of business and in- 
dustry contributed administrative know-how and the technical knowl- 
edge to direct the type of research and development program required 
to relieve our peculiar problem. This program has been progressing 
at a rapid rate. 

Through October 31 we have completed the installation of eight 
Mail-Flo systems and presently have under construction 13 other major 
installations, some of which, like New York City, become multiple 
installations. 

With industry’s help we are continuing to develop mail handling 
machines for post offices by which the efficiency of our employees and 
the capacities of the structures which we are building will be increased 
and made adequate to the task we shall be facing in the years ahead. 

This administration has taken a keen interest in the development and 
procurement of improved vehicles for delivering the mail, including 
the mailster, post office truck of standard and appropriate design, as 
well as wheeled devices for mail handling both in post offices and by 
carriers. 

The problems encountered in the physical handling of an ever- 
increasing volume of mail have given emphasis to the development of 
a nationwide program for the improvement of postal facilities which 
takes into account mail volumes likely to confront us over the next 10 
years. Over 3,400 communities now have new postal facilities and this 
number is being added to daily. Several hundred large post offices 
housed in Government buildings and many smaller post offices have 
been refurbished to make them more pleasant places in which to work 
and more suitable for the physical Sending of the mail. 

These are but a few of the major programs which have been given 
concentrated attention during the past 7 years. There are literally 
hundreds of detailed actions and a great volume of supporting data 
which contribute to the makeup of our overall program. 

Before concluding, I want to observe that our mechanization pro- 
gram, which perhaps can be considered the newest in our family of de- 
velopments, gives real promise of improved postal service in the 
future. The activation of this program confronts us with our greatest 
challenge because in concept mechanization has little to share with the 
traditional way of doing things. 

The single most important point I would leave with you is that our 
overall mail improvement program has come of age and we propose 
to carry on during fiscal 1961 essentially the program which has had 
the guidance and support of this committee for the past 7 years. 

Mr. Gary. Thank you, Mr. McKibbin. 

Mr. Gillette also has a statement to make on certain general aspects 
of this budget. We will hear from him and then proceed with 
questions. 

Mr. Gillette, you may present your statement at this time. 


GENERAL STATEMENT oF Assistant PostTMASTER GENERAL, BUREAU OF 
FINANCE 


Mr. Giuttette. Mr. Chairman and members of the committee, I want 
to present the background of the economic and fiscal data upon which 
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the 1961 budget estimates are based. While fiscal periods are officially 
delineated by the calendar, actually, of course, the beginning of one 
period is merely the continuation of the preceding one. For this 
reason I want to give you first the data for 1959 and 1960, that lead 
into the fiscal year budget that you now have for consideration. 


FISCAL 1959 


When we appeared before you in February of last year in support of 
the 1960 budget submission we predicted the mail volume for 1959 at 
61.374 billion pieces, which would have been an increase of 2.07 percent 
over the preceding year. Actually the volume for 1959 according to 
our cost ascertainment system findings was 61.247 billion pieces, an 
increase of 1.86 percent. In this case, the actual figure was within 
twenty-one one hundredths of 1 percent of the prediction made 6 
months before the end of the year. Actual revenue, however, was 
2.63 percent under our prediction of $3.117 billion. This loss was 
primarily the result of an overestimate of revenue per piece aggra- 
vated by changes in mix of mail, with more patrons than we ‘had 
expected switching from first-class letter mail to lower priced mail, 
such as third-class and postal cards. 

With respect to obligations for 1959, we ended the year with only 
$10.5 million unused of the $3.651 billion obligational authority given 
to us by the Congress. 

FISCAL 1960 


Our mail volume for the current 1960 fiscal year was estimated at 
64.013 billion pieces, an increase of 4.3 percent over 1959 in our sub- 
mission to you last February. At the committee’s request, we fur- 
nished estimates of the amounts by which fund requirements would be 
reduced for each percentage point reduction in mail volume from our 
basic estimates. These data were covered on page 91 of the hearings 
last year. In the adjudication of our appropriation estimate the Con- 
gress reduced our operating funds to a level that would provide funds 
to handle an approximate increase of 3 percent in mail volume over 
1959, which is a total of 63.073 billion pieces. 

Volume is running currently at a rate in excess of the 3 percent esti- 
mate upon which our 1960 appropriations are based; in fact, indica- 
tions are that our volume will more than 4 percent over 1959. 
While we can operate temporarily through transfers of funds from 
capital appropriations under the 5 percent transfer authorization, we 
will have to come to the Congress for a supplemental appropriation 
within the next few weeks. We will, of course, submit all the facts at 
that, time; I want to mention this situation here to emphasize the 
conservative nature of our request for 1961 when comparing it to the 
present 1960 appropiration base. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


SUPPLEMENTAL FOR 1960 


Mr. Gillette, I do not like to interrupt you but I think it would 
be advisable to state at this point in the record the amount which 
you will request as a suppplemental appropriation for 1960. 

50436—60——4 
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Mr. Giuetrr. The amount that we have requested of the Bureau 
of the Budget, under date of January 7, is a total of $21.4 million, of 
which $12.5 million is for the “Operations” appropriation, $4.9 million 
is for the “Facilities” appropriation, and $4 million is for the “Postal 
modernization” appropriation. 

The request for the latter two appropriations is to reimburse those 
appropriations for transfers to the “Operations” appropriation under 
our transfer authority in order to give “Operations” sufficient funds on 
which to operate. 

We, of course, do not yet know what action the Bureau of the 
Budget will take on our request, but we hope that the action will be 
favorable and will be swift. 

Mr. Gary. In that connection, can you give us at this point the 
mail volume that that will support ? 

Mr. GuueTTe. Yes, sir, Mr. Chairman. It is based upon a 4.3- 
percent increase over last year, because our experience in the year to 
date is of a volume of about 3.9 percent and we figure an additional 
three-tenths of 1 percent increase, accounted for by the extra leap-year 
day in 1960. Therefore, we feel that there is every prospect of our 
reaching the 4.3-percent estimate that we had originally made, which 
is 63,881 million pieces of mail. 

Mr. Gary. Can you also tell us what increase in man-years that 
would take care of ? 

Mr. Giutette. I would like to supply that information for the rec- 
ord on that, if I may, Mr. Chairman. 

Mr. Gary. Without objection, it is so ordered. 

(The information follows :) 


Operations appropriation, 1960 
Man-years 
Man-years based on 1960 appropriation (including $1 million transfer)__ 553, 701 





Additional man-years required : 


Provided by additional transfers_________________ <s 1, 413 
Supplemental appropriation request submitted to Bureau of Budget_ 2, 390 














Neri CRUIRUMNA IRE meh on Sn ee Ss 8, 803 
Revised 1960 estimate of man-years___..____.-_-____-____-__-__----____- 557, 504 
Se en nn ge.” | eae a aaa ae See ene eee yy eNEn ne EOy oe See 3.3 


FISCAL 1961 


Mr. Giterre. Following are some of the premises upon which the 
1961 budget estimates are predicated : 

(a) Mail volume will approximate 66.353 billion pieces, an increase 
of 5.2 “eye over the volume on which the 1960 appropriation was 
based, but only 3.9 percent above the volume currently predicted for 
1960. 


(b) Revenue estimates under existing legislation amount to $3.499 
billion which includes a full-year effect of the recently approved par- 
cel post rate increase and $49 million estimated reimbursement for 
public services. 
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(c) The President’s budget includes anticipated additional reve- 
nue of $554 million from legislation to be proposed for general in- 
creases in postal rates. 

(d) The cost of the Federal Employees Health Benefits Act will 
be at the minimum rates provided by the act and any costs resulting 
from rates in excess of the minimum would probably necessitate a 
supplemental appropriation request for 1961. 

(e) The general productivity increase in the postal-clerk account 
will be 1 percent on the volume projected. 

(f) The temporary salary rates fixed by the Public Law 85-426 
due to expire in January 1961, will be made permanent by the Con- 

ess. 

“ g) There will be no increases in rates for surface and air carriers 
by either the ICC or the CAB. 

(hk) The modernization program as embodied in both the regular 
capital program and the “postal modernization” appropriation will 
continue at the same aggregate level of obligation as in 1960. 

An additional word about mail volume. As stated, the estimate for 
1961 is 66.353 billion pieces. The forecast has been developed 
through the use of an estimating equation derived from a multiple 
correlation of mail volume (in pieces), personal income (in constant 
dollars) and total population (including Armed Forces overseas). 
In the past this method of estimating mail volume has resulted in 
the first estimates which were very close to actual. The procedures 
used in making this very basic estimate were explained to the commit- 
tee in detail last year and appear on page 89 of the hearings. 

Our 1961 request for new obligational authority is $186.6 million 
over current 1960 appropriations. The bulk of this increase is, of 
course, in operations, which is up $141 million; of this amount, $38 
million is due to the cost of the Federal Employees Health Benefits 
Act. The balance of $103 million will provide for an additional 18,000 
man-years to handle the estimated increase in volume of mail. This 
is an overall increase in operations of 3.3 percent in average 
employment. aad eal 

For 1961 we are requesting an appropriation of $49 million to cover 
reimbursement for estimated losses on public services. As this com- 
mittee is aware, this appropriation is for the purpose of paying into 

ostal revenues out of the general fund the amount of loss deemed 

y Congress to be attributable to public services as defined by the 
Postal Policy Act of 1958. The appropriation in no way increases 
our obligational authority and is merely for the purpose of establish- 
ing the remaining postal deficit. that. should be paid for by the users 
of the mail. This year we have based our request for this item entirely 
on the guides used by the Congress in making the 1960 appropriation. 
The request, therefore, covers only the loss in revenues sustained 
through statutory rate concessions to certain users of the mail and the 
excess rates paid to foreign air carriers as a matter of national policy. 
The increase of $11.6 million over last year is attributable wholly to 
the increases in basic rates for second- and third-class mail which 
automatically increased the amount of the revenue foregone through 
the rate concessions and increases in the volume of such mail. 
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LANGUAGE CHANGES 


There are three proposed changes in language: 

(1) Under “Payment for public services” we have included lan- 
guage to identify specifically the components of the amount appro- 
priated for public services. Last year the items covered by the appro- 
priation were specified in committee reports. The statutory language 
proposed should eliminate the possibility of misunderstanding in this 
area in hearings on postal rates both before congressional committees 
and the ICC. 

(2) In the budget submission for 1960 we submitted a proposal to 
amend the “Administration, regional operation, and research appro- 
priation” to provide language that would permit the use of research 
money for the payment of current increases in prior year contracts. 
This proposal was approved and is now a part of our appropriation 
act. As the same type of problems are being encountered in the 
administration of the research funds in the “Postal modernization” 
appropriation, we are requesting the inclusion of the same language 
in that appropriation. The specific wording added is “including cur- 
rent increases in prior year contracts therefor.” The language was 
not requested last year, as that was the first year of the appropriation 
and there were, therefore, no prior year contracts thereunder. 

(3) Under “Postal modernization” we are again requesting that the 
appropriation language provide that funds appropriated thereto will 
remain available until expended. As you, of course, know, this request 
was denied by the House Appropriations Committee last year. While 
we have not as yet completed our first year under this appropriation, 
we have had 6 months’ experience ant feel more strongly than ever 
that no-year funds in this area would be highly desirable. The nature 
of our research and engineering work is such that we cannot be sure 
that plans and specifications for inviting firm bids will always be 
ready exactly when planned. With annual appropriations, program 
slippage means lapsing of funds with consequent further delays until 
additional funds can be sought and obtained in succeeding years. 

This is the background and the highlights of our 1961 budget esti- 
mate. It is a tight estimate. I believe that fact will become more 
apparent as you get into the detail underlying the formulation of 
these estimates. 

Now, with your permission, I have some charts to show the com- 
mittee informally as an overall summary of the budget we are sub- 
mitting to you. 

Mr. Chairman, I have these charts here on the wall, and I have 
copies to submit to the committee for the record, with your permission, 
if you would like to have that done. 


MAIL VOLUME, 1955-61 


The first chart is on mail volumes for the years 1955 through 1961, 
and I should like to submit now a copy of that for the record. 

Mr. Gary. Without objection, it is so ordered. 
(The chart referred to follows:) 
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Mr. Gitterre. You will notice that our mail volume estimate for 
1961 of 66.4 billion is 2.5 billion above our revised estimate for 1960 
of 63.9 billion. That revised estimate is 2.6 billion above the 1959 
actual. You will notice too that the 1961 estimate as indicated in my 
opening statement is 3.9 percent above our own revised 1960 estimate. 
But, for purposes of comparison in the budget document, which is 
based upon the congressional lower mail volume estimate for 1960, the 
1961 estimate is 5.2 percent greater than the 1960 estimate. 

I would like to call the committee’s attention to the fact that if the 
1955 estimate were adjusted for the simplified address mail that oc- 
curred in that year and which increased the volume considerably, the 
figure of 55.2 billion for 1955 would be adjusted downward to 53.9 
billion. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr. Guerre. If that were the case, then the more normal in- 
crease in 1955 over 1954 would be 2.8 billion. The increase in 1956 
over 1955 would be 2.5 billion, and the increase in 1957 over 1956, as 
shown by the chart, is 2.7 billion. What I am attempting to show the 
committee is that an estimated increase of 2.6 billion in 1960 and 2.5 
billion in 1961 is well in line with the increases in 1955, 1956, and 
1957. 

Mr. Gary. But it is higher than 1958 and 1959; higher than the 
increase in those years ? 

Mr. Gmuerre. Yes; which increases we feel very definitely were 
effected in 1958 and in part. of 1959, by the recession conditions and 
gradual recovery prevailing in the country. 

Mr. Gary. What difference would it make in the appropriation 
required if instead of a 5.2-percent increase in 1961 your estimated in- 
crease were only 2 percent, 3 percent, or 4 percent? 

(The information follows :) 


Analysis of increases in obligations—1960/1961 with effect of various assumed rates 
of volume increase 


[In millions] 





2 percent | 3 percent | 4 percent 





Operations appropriation: 
Fund increase due to 5.2-percent volume increase_........_.____- $61.0 $61.0 $61.0 
Fund increases required at various assumed rates of volume 
EES Se i ee ees Ses, 23.5 35.2 46.9 





Reductions in fund requrements at various assumed rates of 














volume increase_.......-.-- DenRMee te Webe diranewsscwe: 37.5 25.8 14.1 
Transportation appropriation: 
Fund increase due to 5.2-percent volume increase__............- 12.5 12.5 12.5 
Fund increases required at various assumed rates of volume 
SED ts eae baaes kuti sibainnaddhcdbinsapenbiocuaakened 4.8 7.2 9.6 
Reductions in funds requirements at various assumed rates of 
I I re eraneccpninkbnnpatdinicnbunecnceucethies 7.7 5.3 2.9 
Total reductions in fund requirements at various assumed 
POtOS OF PONIMOS BNCTONNE... . « .. ono cncc nce nn cnr nceses eae 45.2 31.1 17.0 














Basis for each 1-percent volume increase: 
Operations (thousands), $60,986+5.2_.._.....-.-.----.---. pete enh Se eto ates rca mecnee $11, 728. 1 
Sa IE RUUD RE I Or ino cccincnncé mons cucawcwentcaususcmenante 405.6 


Source: Division of Budget, Dec. 29, 1959. 
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Mr. Pitti0on. May I just ask this question: Are you taking into 
consideration the many claims that our era of prosperity may stop in 
about 6 months and that we may have a similar recession after that ? 

Mr. Gittetre. We have considered this carefully, Mr. Pillion. We 
recognize that there are some economists that are making this predic- 
tion. However, there are just as many others, we believe, who have 
confidence that the deferred demand for capital equipment and the 
fact that the steel strike interrupted the recovery of plant and equip- 
ment construction, will cause a continuance of a high level of pros- 
perity well into calendar 1961. It must be remembered that the 
1961 fiscal year is completed when calendar 1961 is only half over. 

Now, our estimates, Mr. Pillion, are based, as the committee is aware 
from my previous testimony, on the correlation which we have de- 
veloped between certain business indexes and, of course, the estimates 
would be affected by the assumption of these business indexes. 

In order that we may gain the confidence and hold the confidence 
of the committee in the business indexes that we use, our economist 
has consulted with a number of the other branches of the executive 
side of the Government and he has developed, along with his own cal- 
culations, a consensus of the evaluation of the future in terms of busi- 
ness indexes from the best informed in the executive branch of the 
Government. It is those business indexes that we feel we have to use. 

Mr. Gary. Are there any other questions on that point ? 

Mr. Prtzti0on. We will come to that again. Thank you. 


CORRELATIONS OF PREDICTING MAIL VOLUME AND ACTUAL MAIL VOLUME, 
1950-61 


Mr. Gittetre. Mr. Chairman, without special comment, I would 
like to show the committee this chart which graphically portrays the 
correlations of predicting mail volumes, based upon the regression 
formula which we use, and actual mail volume from 1950 to 1961. 
This method of computation was described in the hearings last year, 
page 89. 

I should like to submit a copy of this chart for the record at this 
time. 

Mr. Gary. Without objection, it is so ordered. 

(The chart referred to follows :) 
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Mr. Guterre. This chart is entitled “Reported and estimated mail 
volume compared with mail volumes statistically predicted using 
multiple correlation of mail volume, personal income, and total pop- 
ulation with probability range of plus and minus three standard 
deviations.” 

This simply means that our actual mail volume has been well within 
this probability range down through the years. It is a chart that has 
been submitted informally to the committee last year, without going 
into the record. 

I thought the committee would like to have it submitted for the 
record this year. 

Mr. Gary. You mention the fact that through the years your esti- 
mates have been within the probability range shown on the chart. 

The committee estimate last year was also within that probability 
range; was it not? 

Mr. Giuierre. Yes, sir; it was. Mr. Chairman, the small per- 
centage deviations that the Department and the committee have to 
deal with in order to provide the Department with sufficient funds to 
operate, all fall within this probability range. We all recognize the 
difficulty of estimating exactly, but we do want to emphasize that 
our estimates, we believe, are soundly conceived and have been, in the 
main, pretty well within the ball park. 


FINANCIAL AND STATISTICAL SUMMARY 1959-61 


Mr. Gittette. The next chart is entitled “Financial and statistical 
summary (1959-61) .” 

I would like permission to submit a copy for the record at this 
point. ; ; 

wt gaa Without objection, it will be inserted at this point in the 
record. 

(The chart referred to follows:) 
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Mr. Giutetre. This chart shows the committee a little perspective of 
our overall budget. I submit it simply for this reason: The prelimi- 
nary explanation for the 5 percent increase in operating obligations is 
that, based upon the congressional estimate 1960 base mail volume as 
I explained, the volume is estimated for 1961 at 5.2 percent over 1960. 
You will note that there is no change in the capital and research obliga- 
tions. The figure that we are asking for stands in total at $154 million. 
Although our total need to have a larger amount is very great. We 
feel definitely that we should observe the general budget stringency 
under which the Nation has been operating, and not ask for more 
funds than last year in these accounts. 

I think the chart for the balance is self-explanatory and I shall not 
take more time to comment upon it at this time. 

Mr. Noble calls my attention to the fact that more than 1 percent 
of this 5-percent increase in operating obligations is due to the 
Health Act, and without that, the increase in obligation, in spite of 
the increase in volume, would be only about 4 percent. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Sreep. Mr. Gillette, I wonder if you would comment on the 
method followed and the reasons for your predicted increases in 
revenue ? 

I notice you have a 19-percent increase in 1959, a 7-percent increase 
in 1960, and a predicted increase of 7.7 percent in 1961. 

Mr. Giuterre. Generally, Mr. Steed, the reason for the difference in 
the percent increase is because the 1959 increase of 19 percent re- 
flected the rate increase that went into effect August 1, 1958. The 
revenues are based upon an estimate of mail volume, by classes, for 
1961, multiplied by the average revenue per piece in those classes, 
and the aggregate figure is a result of that type of calculation. 

Mr. Streep. I understand that. 

Mr. Gary. You have an increase in parcel-post rates going into ef- 
fect on the 1st of next month. Has that been taken into consideration ? 

Mr. Gitetre. That would make some difference, but you see, this 
estimate of revenue here, Mr. Gary, for 1960 of $3.247 billion is based 
upon the level of volume upon which the Congress made its appro- 
priation, namely, a 3 percent increase over 1959. Therefore, the rev- 
enue for 1961 would & based upon a level of volume of 5.2 percent 
above 1960, which would account for some of this 7.7 increase, and 
which would account for the fact—— 

Mr. Gary. You have included the increase in parcel-post rates, in 
the estimated increase of revenue, though ? 

Mr. Giuterre. Yes; we have, for the full year. 


INCREASE IN MAIL VOLUME BY CLASSIFICATIONS, 1959-61 


Mr. Gary. Would you please give us another table, Mr. Gillette, for 
the 3 years, 1959, 1960, and 1961, showing the increase in mail volume, 
by classification ? 

Mr. Gitietre. I would be very happy to do so. 

Mr. Gary. It is my understanding that parcel-post volume is going 
down, while the other volume is going up; is that correct? 
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Mr. Guerre. Parcel post has had a tendency to go down through 
the years, pa, as the result, we think, of changes in methods by 
shippers of handling their products and partly as a result of com- 
petition with other methods of handling parcel post. 

Mr. Nostz. Could I speak to that ? 

Mr. Guerre. May I ask Mr. Noble to supplement the statement 
I just made, Mr. Chairman ? 

Mr. Gary. Surely. 

Mr. Nostz. On page 2, Mr. Chairman, the justifications show a 
breakdown of our revenue and volume by classes of mail. The 
change to which you have referred, I think, in fourth-class mail occur- 
red in 1959, when there was a decrease of 11.29 percent in volume. 
A large portion of that decrease is due to the reclassification of par- 
cels from 8 to 16 ounces from fourth-class mail to third-class mail 
under the postal rate law of 1958. There has been, however, as Mr. 
Gillette said, a decline in recent years in parcel-post volume itself, 
but it was very much accentuated in 1959 when that type of mail 
was reclassified. 

Mr. Gary. Would this table take care of the questions that we have 
asked ? 

Mr. Nostez. Yes, sir. 

Mr. Gary. Without objection, the table which appears on page 2 
of the justifications will be placed in the record at this point. 

(The table referred to follows :) 
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Mr. Guetre. Mr. Steed, there is also an additional reason why 
the percentage increase is a little higher in 1961 and that is on July 1, 
1960, which is the beginning of the 1961 fiscal year, the final rate 
increase becomes effective on third-class mail and that would be re- 
flected for the whole of the 1961 fiscal year. 

Mr. Prtuion. Mr. Chairman, may I ask a question? 


OBLIGATIONS, 1959-61 


I note, Mr. Gillette, that your total obligations go up 4.8 percent 
from last year in 1961, That is the increase percentagew ise. Your 
volume of mail is anticipated to go up 5.2 percent. That does not 
leave much difference there for increased productivity between the two 
figures; does it? 

Mr. Guuetre. Mr. Pillion, I am glad you raised that question, be- 
cause the increased productivity, of course, applies almost entirely to 
the clerk account and to a lesser extent, as we will demonstrate later, 
to the city carrier account, and not to the other accounts that make up 
operations or that make up the total postal budget such as postal 
modernization. 

I think as we take up the budget in detail, we can demonstrate to 
you just where the productivity increase does occur. I might point 
out in that connection that total employment increases 3.2 percent in 
1961, , anconding to our estimates, against the volume of mail increase 
of 5.2 percent. 

The next chart is entitled “Comparative obligations,” of which I 
should like to. submit a copy for the record at this point. 

Mr. Gary. Without objection, it will be placed in the record at this 

oint. 
2 (The chart referred to follows:) 
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Mr. Giutertr. This chart is simply a little quick rundown of the 
amounts in each appropriation, and the increases in 1961 over 1960. 

You will see that there is an increase of $2 million in administration, 
regional operations, and research, which is due entirely to automatic 
step increases and annualization of developments in 1960 and not to 
any net increase in total personnel in this appropriation of 1960. 

In fact, there is a net decrease of eight that we have been able to 
work out for 1961. 

The operations appropriation increase is $141 million. We will 
explain that in detail later. 

The transportation increase is $19 million, which will be explained 
later. 

The facilities increase is $24 million. The total increase is $187 
million for all appropriations. 

My purpose in giving you this chart is not to try to explain the 
increases, but to give you a little overall perspective of our budget. 

Mr. Chairman, that concludes my preliminary chart presentation. 


REQUEST FOR NO-YEAR FUNDS FOR POSTAL MODERNIZATION 
APPROPRIATION 


Mr. Gary. Mr. Gillette, there is one thing in your report that makes 
it a little difficult for me to understand the conflicting positions of the 
administration in the Post Office request and in its general policies. 
I remember very distinctly that the administration very strongly 
backed the bill H.R. 8002, which was designed to do away entirely 
with no-year funds. It was pointed out the citizens’ committee for 
the Hoover report, and the administration that the no-year funds were 
costing this Nation many billions of dollars and it was estimated, I 
believe, that if we adopted H.R. 8002, which would do away with no- 
year funds, we would save approximately $4 billion a year. 

I might say to you I do not think many members of the Appropria- 
tions Committee believed that. But here you are asking us to give 
you no-year funds for the “Postal modernization” appropriation. I 
think the two positions are somewhat inconsistent. 

Mr. Giutetre. Mr. Chairman, it might appear so on the face, but 
I feel that the concepts to which you refer and the conclusions which 
you have quoted were based upon the huge sums of unused obliga- 
tional authority, particularly in the Department of Defense. These 
resulted in Congress losing control over the financing of large pro- 
grams because of the rapid changes in technology and the rapid re- 
programing required which in turn gave rise to the nonuse of these 
funds and to their accumulation from year to year. 

In the case of the Post Office Department we have extremely lim- 
ited funds with which to finance our postal modernization program, 
and we have a tremendous pentup accumulated need that has arisen 
from the growing obsolescence of mail-handling facilities in face of 
our increasing mail volume. We feel if we can save just a few dollars 
from the program of 1 year to be applied to that portion of it that 
is unfinished and that is carried over into the next year, it would ad- 
vance the day when our facilities will become modernized and we 
will reap those advantages. 
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We recognize the amounts we are talking about are extremely small 
in relation to those which Congress normally deals with when it 
thinks in terms of no-year funds. 

Mr. Gary. I do not see how you can handle the building of battle- 
ships and other items that cover a period of 3 or 4 years without 
making appropriations for them on a no-year basis unless you give 
contract authority, and once you give contract authority you are in 
a worse fix than if you give an appropriation. 

It is easy to say, “This is just contract authority; it does not mean 
anything.” Of course after the contract has been entered into the 
Government has to pay for it. 

Experience has shown it is better to have an appropriation because 
Congress does not grant appropriations quite as easily as it does con- 
tract authority. 

Mr. Guerre. I agree with your remarks, Mr. Gary, and my ex- 
perience as Deputy for the Budget to the Assistant Secretary of the 
Air Force for Financial Management confirms your statement that 
you do have to have authority for much of the program made by the 
Defense Establishment. 

In the case of the Post Office Department, a specific example of 
our problem would be the difficulty of acquiring land or the difficulty 
of closing a decision in regard to acceptance of bids for a major lease 
or a major land acquisition at exactly the time it was scheduled when 
we programed our funds and asked for money for that year. And 
we do not like to feel in any way hurried in these decisions, simply 
to avoid losing for the Post Office Department obligational authority 
that was given us by the Congress for modernization purposes. And 
if we could carry over those few million dollars we feel the intent of 
Congress as stated in title ITI of Public Law 85-426 would be carried 
out. 

WORK PERFORMANCE STANDARDS PROGRAM 


Mr. Gary. Have any measurable economies resulted from the insti- 
tution of the work performance standards program in 1958 ? 

Mr. McKipsin. There is no question but that. economies have re- 
sulted from work performance standards over the years but we be- 
lieve more can be accomplished through the werk performance stand- 
ards if we apply the guidelines as the basis for supervision to get more 
out of the standards. 

Mr. Gary. Specifically what economies have resulted from the insti- 
tution of the program ? 

Mr. McKiesin. We will be glad to give you for the record a table 
on that. 

Mr. Gary. Please do so at this point in the record. 

(The information requested follows :) 

The work performance standards system reports the number of piece han- 
(lings by distribution units for comparison with related man-hours thereby dis- 
closing the productivity of the unit. Improvements in productivity are in part 
the result of actions taken directly based on information disclosed by this system 
and in part the result of all other measures taken over a broad area to improve 
efficiency during this period. The greatest rate of improvement occurred dur- 


ing the early years of the program when there was the greatest opportunity for 
such improvement. 
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Comparison of distribution piece handlings 1954 versus 1959 at 35 post offices 
under work performance standards 











Distribution Piece Piece 
man-hours handlings | handlings per 
used (millions) man-hour 
Base period (4 weeks ended Oct. 3, 1954)__.......--.-.-.------ 8, 066, 897 4, 229.8 524.3 
Current (4 weeks ended Nov. 13, 1959).........-.-.--.-------- 9, 706, 569 6, 428.8 662.3 











Norte.—Base period is earliest period for which comparable information is available. Distribution piece 
handlings are, in effect, the number of times a single piece of mail is distributed within a post office multi- 
plied by the number of individual pieces distributed. 


COST OF PARTICIPATION IN PROGRAMS OF OCDM 


Mr. Gary. What is the annual cost in man-years and dollars all 
told of the Post Office Department’s participation in the various pro- 
grams of the Office of Civil and Defense Mobilization ? 

Mr. Gittetre. We will ask Mr. Stephens, the Chief Postal Inspector, 
to answer that. question. 

Mr. SrepHens. Time devoted to civil defense has been absorbed. 
Out-of-pocket costs for relocation exercises are about $10,000. 


TRANSFERS BETWEEN APPROPRIATION TITLES 


Mr. Gary. What transfers have been made between each of the five 
appropriation titles now used in the Post Office appropriation struc- 
ture? 

Mr. Gitterre. Mr. Chairman, I would like to ask Mr. Noble, the 
Deputy Assistant Postmaster General for Finance, to answer that ques- 
tion. Itisin respect to what year? 

Mr. Gary. Can you tell us now what has happened in 1960, the 
current year, and provide for the record a table showing the transfers 
for each of the years that the transfer authority has been in effect? 

Mr. Giutetre. We will be glad to do that, sir. 

Mr. Noste. I can report at this time on 1960. 

Mr. Cuarrman. There was a functional transfer of $325,000 from 
the “Facilities” appropriation to the appropriation “Administration, 
regional operation, and research,” representing the cost of the postal 
equipment technicians who heretofore organizationally reported to the 
Bureau of Facilities and are now under the jurisdiction of the regional 
operations offices. 

There was a $1 million transfer in the first quarter of this year from 
“Facilities” to “Operations” appropriation to cover the fund require- 
ments of operations as a result of the increased mail volume. 

In the second quarter of this year we have transferred $500,000 
from the “Administration, regional operation, and research” appro- 
priation to the “Transportation” appropriation. We have also trans- 
ferred $7 million to the “Operations” appropriation—— 

Mr. Gary. The transfer to the “Transportation” appropriation was 
due to what factors? en 

Mr. Nostex. Increase in cost due to volume and certain legislation 
increases. ; 

Mr. Gary. Were not the increases based on ICC, rather than legis- 
lative action ? 
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Mr. Noni». The ICC increase was provided for by an additional ap- 
propriation of $7 million. The increase is due in part to the fact 
Hawaii and Alaska are now States, and we have had to assume the 
responsibility of transporting military mail to those States; to the 
1-cent increase in gas tax; and to the increased cost. of transporting 
and handling parcel post to foreign nations on mail originating in 
this country. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Noster. I mentioned the transfer of $7 million that was made 
to the “Operations” appropriation and $2.5 million additional—— 

Mr. Gary. How much did the transfer from the Department of 
Defense to the Post Office Department for handling Defense mail 
amount to? 

Mr. Noste. We estimate that at about $540,000. That is what we 
estimate it will cost this year. 

Mr. Gary. For Defense mail to Hawaii and Alaska? 

Mr. Noste. Yes. 

Mr. Gary. Has that been deducted from the military budget? 

Mr. Nostez. I could not say, sir. 

Mr. Gary. All right; you may proceed. 

Mr. Nose. The transfer of $7 million to “Operations” and $3 mil- 
lion to “Transportation,” totaling $10 million, came from the “Facil- 
ities” appropriation to the extent of $6 million and from the “Postal 
modernization” appropriation to the extent of $4 million. 

For the third quarter we are transferring $2.5 million from the 
“Facilities” appropriation to the “Operations” appropriation. That 
transfer actually was made as of the close of the second quarter but 
was for the third quarter operation. 

That completes the transfers made this year. 

Mr. Gary. In addition to that explanation will you insert a table 
showing transfers for other years? 

Mr. Nostx. Yes. Mr. Chairman, that would include both: func- 
tional transfers and savings transfers ? 

Mr. Gary. Yes. And of course you may offer any explanations in 
connection with the table that you desire. 
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(The table requested follows :) 


Appropriation fund transfers, 1949 





















Appropriations, 1949 Date Amount 
Chief Inspector: 
I TN 5 ee Sip eii tcl in slice aca ate cacaseeap etait June 29, 1949 —$20, 500 
Travel and miscellaneous expenses. pe eee? a +15, 000 
Nee ale he aime isang ernie noun wauawsiancacnnandwe cemuecs paket oe ee +5, 500 
OO SEES SERRE OS ee ei nee een are ee eee eee oe | SER aera) lnieee Lae Smee 
First Assistant Postmaster General: 
Clerks, 1st and 2d class post offices..............-..-..-...-------.------ June 29, 1949 +2, 500, 001 
OS ae. ee eet +100, 000 
City _— Sie steed ea ES ea ee Sere TY) | eee —1, 350, 000 
SCRE Eo dee nne nes capi conak wails 4kbbnebesanmudambvasadd Sept. 9, 1949 —407, 000 
bee ee eee now ees ein eeannn cab nine i eek che nenecaenennenbadenand Feb. 13, 1950 —375, 000 
Kural Slice MEMO ancn cue ece nc uadckccupnpebnenccanessnsaseasnt June 29, 1949 —1, 250, 060 
|" Si eee ees ier SE eke ee Oe Se SASS (SRNR EON OD —782, 000 
Second Assistant Postmaster General: 
DIN oe wrote rer Soil in wisi ene eh ooucuUCe ca dandncewcaw ones Sept. 9, 1949 +407, 000 
I Ns oe canvas dmasoosin Feb. 13, 1950 —100, 000 
ef A, ene June 29, 1949 +319, 000 
eS oi heap Suse eccnuededecehac dusaeccrbciinhna nck dusccesunaaun Feb. 13, 1950 — 50, 000 
| he @RE SU, At aa ait ine ee ee Re epee aera July 30, 1952 —25, C00 
Railway mail serv ice, travel allowance..-...-.------------.--..-.----- ar. 8,1949 +420, 000 
1 (nae se SESS SR ae Pa June 29, 1949 —319, 000 
20... = BoE PdaeMae eS winbn ceeonaenEACokbakeneaakens Feb. 13, 1950 —75, 000 
RS te eee oor rg CEL wins chnec iu wan ee meek Unb nmeein Dec. 2,1948 +6, 600 
Electric car service ____- SPR! See, Sa ee eee eS URS a i +25, 000 
Foreign mail transportation Pihislbin ease wake ohheaee nies acindddareucanmn Ke —6, 600 
eh Belen eit aa ra are —420, 000 
Do__- : —117, 000 
ee ee —200, 000 
Foreign airmail service.._.__.__- —200, 000 
oud sees —2, 000, 000 
Demnatis airmail service.....-----._-_--- +800, 000 
590... +200, 000 
ee +2, 000, 000 
Net transfers ___- +665, 000 
Third Assistant Postmaster General: 
I Ee Swe rene a uccemwoewananbaentc June = 1949 +182, 000 
SE I MEE tee Son rstecwenuslasch watsmagtenccccmhanusaesaca dic cM... —65, 000 
Od TEER cle ep eee eee ee re Sigh te eles ala iene aE aiecscaadg teadsiara toes +117, 000 
Fourth Assistant Postmaster General: 
a ee siie a ap nk ops Ckiniss khGacoaacessimensaucamdioces July 1, 1953 —31, 000 
Mite ih Sethe sci sheabnkamedescvacdadsasncuasackhascsuascsne Sept. 23, 1953 —10, 000 
Operating force, public buildings Pee hepatatioh lated eeaincal sve icin weal aesacesiaaed June 29, 1949 +75, 000 
ESR EL AEC RA EA. poet Cm ae mn SERRE tale See Sept. 23, 1953 +5, 000 
mautenank: ea eee rE a June 29,1949 —75, 000 
Operating supplies, public buildings___.._..___-_-....._.-.---22-2____- Feb. 15, 1951 —20, 500 
Do May 15,1951 —1, 000 
Feb. 15,1951 +20, 500 
May 15,1951 +1, 000) 
July 1,1953 +31, 000 
Sept. 23, 1953 +5, 000 
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Appropriation fund transfers, 1950 





Appropriation, 1950 


Date 


Amount 





Chief inspector: 
a: UT CIO icc testing Nig tbiecmirtclcena 
| | ee ae 
Miscellaneous expenses, inspection service. 


DUN IIE oon se ciacseiaccccwassenueussonveuandwevaccdsaanevswnabas 


DML. Lovage aawaeunimennedaund 
oe Ee ee eee eee 
ee items, Ist and 2d class offices 


Second Assistant Postmaster General: 
Amounts due foreign countries 
Salaries, railway mail service-- 
Electric car service. ......-..-- 
Railroad and messenger service 
Foreign airmail service 





Be MII >. cavaunicesnssacauscscuccdcossauaownbadesekeamacavecwcse 
Fourth Assistant Postmaster General: 

Salaries, custodial service._.- 

“EES en 

Equipment shops 

cen dhsoksh cncuenkusy dena dantaereencadagsne 
Transportation of equipment and supplies............- 
Vehicle set vice 







Net transfers 





Feb, 6, 1951 


Sept. 6, 1950 
July 30, 1952 














+71, 000 
—1,071, 


—1, 000, 000 





NotTEe.—There were no appropriation transfers made in fiscal years 1951, 1952, and 1953, 
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Mr. Gutterre. I might point out that the transfer authority that the 
Congress has given us proved invaluable at the end of the second 
postal quarter, just finished, in making it possible for us to meet the 
obligations resulting from increased mail volume. At the time we 
planned these transfers we were not sure whether the Christmas mail 
volume would confirm the uptrend indicated in the first part of the 
calendar year or not, but now that the Christmas season is over it has 
definitely confirmed this uptrend, and therefore we must request the 
Congress to consider a supplemental for us to finish up the year. 

Mr. Gary. May I say the committee had that in mind last year 
when it reduced the budget on the basis of estimated volume. No one 
could know what the volume would be and we felt any difficulty that 
might arise could be handled by the transfer of funds. 


EXCESS RATES TO FOREIGN AIR CARRIERS 


Does the decrease in the public service cost of excess rates paid to 
foreign air carriers result from an actual decrease in payment to such 
carriers or from some other cause? 

Mr. Gitterte. I believe it results from a decrease of volume esti- 
mated to be carried by the foreign carriers from that originally 
estimated for 1960. 


ADVANCES AND REIMBURSEMENTS 


Mr. Gary. A comparison of the “Program and financing” budget 
schedules submitted last year and this year reveal some wide varia- 
tions in “Advances and reimbursements” anticipated from Federal 
and non-Federal sources. What changes in your operations form the 
basis of these revisions in the estimates? 

Mr. Giuterre. Mr. Chairman, I would like to ask Mr. Noble to 
attempt to give you the answer to that question. 

Mr. Nosiz. As I understand the question, Mr. Chairman, you are 
asking about the difference between an amount shown in the 1960 
budget last year and that shown in the 1960 column of the 1961 budget 
this year with respect to reimbursements from Federal agencies? 

Mr. Gary. Yes; from Federal departments and agencies and also 
from non-Federal sources. 

Mr. Noster. The figure shown in the 1960 estimate for that was 
$18,609,000 last year, and this year it is $24,495,000. We will have 
to supply that information for the record, Mr. Chairman. 

Mr. Gary. It has gone up from $18,609,000 to $24,495,000 in the 
case of Federal departments and agencies and down from $11,489,000 
to $4,425,000 in the case of non-Federal sources. 

Mr. Nose. There appears to be a reclassification of some kind. 

Mr. Gary. Will you supply that information for the record, please ? 

Mr. Nostz. Yes. 














(The information follows:) 


Reimbursements by source 





| 
1960 | In- | 
1960 repro- | crease (+) | 
budget | grammed) or de- | 
1961 | crease (—) | 
budget | | 


Explanation of change 





Federal departments and agencies: | | 
Transportation of military mail, |$16,232,000) $22,162,000 $++5,930,000! Increase in volume of military mail. 
Department of Defense. | | 
Health Unit services, Federal 4, 000 5, 000! +1, 000) 
Communication Commission: 
Sale of Migratory Bird Stamps, 165, 980} 117,100 
Interior Department. 


—48, 880) Decrease in number and the unit 
cost apportioned for sale of 


stamps. 
Alien registration, Department |, 266,730} 260,000) —6, 730} Reduction in number of alien 
of Justice. registration cards to be handled. 
Sale of savings bonds and | 1,109,000} 1,001,200; —107,800) Decrease in the unit cost for sale of 
stamps, Treasury Department. bonds. 
Communication services, agen- 563,000) 645, 000 +82, 000} Due to increased services to other 
cies occupying Federal build- agencies. 


ings occupied by the Post 
Office Department. 

Miscellaneous services to Fed- 268,400} 305,000 36, 600} Revised estimates based on actual 
eral sources. 1959. 





Total Federal Departments |18, 609, 110) 24, 495, 300/+-5, 886, 190 
and agencies. 





Non-Federal sources: 


Posta! equipment -----...----.--- 150,000} 190,000) +40, 000 ~ of obsolete and nonstandard 
irearms. 
Purchase of vehicles....-..--..-- 654,000} 249,000} —405,000} Reduction in number of vehicles 


to be disposed of and an esti- 

mated lower sale price. 

Mail bag depositories and repair 75, 000 30. 009 —45,000} Reduced value and quantity of 
units. scrap due to changes in repair 











process. 
Mail equipment shops- ---.----- 20, 000) 30,000} +10,000) Based on 1959 experience. 
eae RE ee Sr 10, 590, 009) 3, 500, 000) —7, 090,000) Site acquisition reimbursements 
did not materialize to the extent 
estimated. 
Refund of annual leave pay- |---------- 66,700; +66, 700) Change in accounting procedure. 
ments by reemployed Federal 
employees. 
Total non-Federal sources- -.|11, 489, 000 4, 065, 700|—7, 423, 300 
Total reimbursements-.----- 30, 098, 110) 28, 561, 000) —1, 537, 110 

















POSTAL FUND BALANCE 


Mr. Gary. Your budget table entitled “Siatus of Postal Fund Bal- 
ance” indicates an unobligated balance of $16 million for return to 
the Treasury this coming June 30. In your budget for 1960 submitted 
a year ago this estimate was $7.4 million. Why would your unobli- 
gated balance increase by $8.6 million in spite of the reductions im- 
posed by the Congress in the appropriation and in spite of the re- 
ported increase in mail volume? 

Mr. Nose. These estimates were prepared, Mr. Chairman, on the 
basis of full use of the funds appropriated with no carryover, so the 
change in the figure in the 1960 column is due entirely to prior years. 
We have not projected any carryover of 1960 funds. The $16 million 
shown in the present budget is entirely funds of 1959 and prior years. 
We carry these funds in our accounts for 3 full years following the 
close of the fiscal year before they are returned to the Treasury, and 
at the time we made the estimate last year we apparently assumed 
they would all have been returned in 1959. 
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Actually they were not returned as anticipated and we are therefore 
carrying them forward. Actually it is a change in the method of 

resentation. In previous years we had always assumed they would 
a cleared up in the following year. This year they made an analysis 
and attempted to make a more accurate prediction, but it bears no re- 
lationship to the 1960 column since it does not involve 1960 funds. 
We have assumed the entire obligation of the 1960 appropriation in 
this statement. 

Mr. Guerre. Mr. Chairman, we do expect, just as we actually 
accomplished last year, to have to obligate substantially all our ap- 
propriated funds and our estimates and requests are based on that 
concept. Of course we realize there is always a relatively insignificant 
amount of funds left over in any appropriation ; there is bound to be a 
little accumulated pipeline in order to avoid overobligation. 

Mr. Gary. But each year the actual experience is higher than your 
prediction. 

Mr. Gitterre. Only in 1959. AsI pointed out in my opening state- 
ment, we had a total unobligated balance of only $10.5 million in all 
our appropriations, which is an extremely small margin and was 
commented upon by the Postmaster General. This illustrates the 
fact that a large amount of those balances are accumulated past year 
amounts, because the 1959 figure on page 109 shows $19 million at the 
end of 1958 and $27 million at the end of 1959 or the beginning of 
1960, whereas actually our unobligated balances or unused obliga- 
tional authority in the 1959 appropriations was only $10.5 million. 

Mr. Gary. For 1959 you predicted $15,176,000 and you had $10 
million; is that correct ? 

Mr. Gutters. We had $10 million actually, Mr. Chairman, and I 
would have to check what we predicted. 

Yes, we predicted $15,176,000, but that included unused obliga- 
tional authority for previous years as well as for 1959. 

Mr. Gary. The actual for 1959 is shown in the budget table as 
$27,354,000. Where is the $10 million ? 

Mr. Noste. It is the $10 million unobligated balance that we did 
not use of the 1959 appropriation. At the time we prepared the 1960 
budget we assumed that we would obligate all the funds appropriated 
to us based on the program as we envisioned it. We ended up 1959 
with about $10 million of 1959 money that was not obligated, and that 
accounts for the difference. 

Mr. Gary. What items make up the total of $27,354,000? 

Mr. Noste. $10 million of it is the unobligated balance of the 1959 
appropriation and the rest is prior year appropriations which have 
not yet been settled with the Treasury. In the 1960 budget last year, 
in the 1959 column we had projected a June 30, 1959, unused balance 
of $15,176,000, to which we referred a moment ago. That came out 
at $27,354,000 owing primarily to the fact we did not use some $10.5 
pase of the 1959 appropriation, which we had assumed would be 
all used. 

Mr. Guerre. I think the point Mr. Noble is making is that the 
earlier estimates never included any prediction of unused obligational 
authority for the current year. 

Mr. Gary. This estimate of $15 million did not include any estimate 
of a carryover ? 
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Mr. Nostz. Thats right. 

Mr. Gary. And when you actually had a $10 million carryover your 
actual figure came out $27 million ? 

Mr. Nostz. Yes. 

Mr. Gary. Is the same thing true of the 1961 estimate? 

Mr. Nose. That is correct. We have assumed in the estimates we 
will need all the funds. In fact, as we have already said, we will need 
more for 1960. 


PREDICTED END OF YEAR EMPLOYMENT 


Mr. Gary. What was the predicted end-of-year employment for 
June 30, 1959, when the administration budget was justified to this 
committee a year ago ? 

Mr. Giterre. The number estimated under the administration ap- 
propriation in the 1960 budget was 7,968. After adjusting for func- 
tional transfers to this appropriation, the comparable number is 
8,000. 

"Mr. Gary. And what was the actual end-of-year employment on 
June 30, 1959 ? 

Mr. Guuette. The actual end-of-year employment on June 30, 
1959, was 7,805, which reflected the vacancies which were unfilled at 
the end of the year under the authorized quotas. 

Mr. Gary. That means 163 were unfilled ? 

Mr. Guerre. That is correct, Mr. Chairman, on the basis of the 
figures before you and whenever we compare actual on-board strength, 
as we are doing here, with our projections, we find this difference for 
the reason the actual on-board strength reflects the vacancies in the 
various offices scattered throughout the country in the administration 
appropriation and the difficulty of recruitment to fill those vacancies, 
but the projected figure reflects the requirement of positions to get the 
job done as the need has been analyzed. 


AVERAGE SALARY IN ADMINISTRATION ACCOUNT 


Mr. Gary. What is the average salary of employees in the aamin- 
istration account for 1960? 

Mr. Giuterre. The average salary, including fringe benefits, is 
ag for 1960 for the appropriation as a whole. The salaries alone 
are $6,896. 

Mr. Gary. How much could have been saved in 1960 by not filling 
the 163-position difference between the estimated and actual employ- 
ment ? 

Mr. Guerre. We will have to make a study and calculation of 
that and supply that information for the record, but I would like to 
emphasize, Mr. Chairman, that many of these vacancies that are 
carried are very badly needed and no organization, Government or 
industrial, sets its quota or can set its quota and budget needs on the 
basis of the onboard strength, because of the turnover. 

Mr. Gary. Then there have been no savings at all, but in fact funds 
have been transferred into this appropriation ? 

Mr. Gitterte. In the year 1960? 

Mr. Gary. 1960; yes. 
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Mr. Gittetre. The only transfer into this appropriation was the 
one mentioned by Mr. Noble of $325,000 which followed the func- 
tional transfer of postal technicians, and in fact we transferred 
$500,000 out of the “Administration” appropriation into “Transpor- 
tion” recently, as stated by Mr. Noble, for which we are asking for 
no supplemental request, and we are doing that at the expense either 
of some research funds in the administration or of such savings as 
we can collect during the year in this appropriation. 

(The information requested is as follows :) 


An analysis of the figures used in the hearings indicating vacancies of 163 
positions in the “Administration, regional operation, and research” appropri- 
ation at June 30, 1959, discloses that because of functional transfers and for 
other reasons the figures used were not comparable. In the 1960 President’s 
budget the projected number of employees at June 30, 1959, of 7,968 did not 
include the 32 postal equipment technicians which were subsequently transferred 
to this appropriation from “Facilities” as of July 1, 1959. These positions, 
however, were included in the 1959 column of the 1961 President’s budget. 
Therefore, the difference of 163 should be 195. Of this latter number 20 repre- 
sented positions for which the employees were temporarily on leave without pay 
at June 30, 1959. The correct number of unfilled positions at June 30, 1959, is 
therefore 175. 


It is important to note that 100 of these unfilled positions are not programed © 


to be filled during 1960 in the current budget document. This figure is arrived 
at as follows: 


Projected June 30, 1959, positions in 1960 budget__________-____-__-__-___-_ 7, 968 
Transfers of positions from “Facilities” appropriation 2 




















| See tore — 8, 000 
Positions for 12 internal auditors, 66 inspectors, and 11 related clerks 
added since original 1960 budget submission__________-_--_-_-_-_---- 89 
Total 8, 089 
Positions projected at June 30, 1960, in 1961 budget___._-_----_-_-_-----_~-- 7, 989 
OO CE ES SE nO eae ee ae ae ee ee 100 


The remaining 75 unfilled positions at June 30, 1959, are programed for filling 
during 1960. Based on an average salary and fringe-benefit costs totaling 
$7,355, the annual cost of these positions would amount to $551,625. Many of 
these vacancies are key positions for which persons were in process of recruit- 
ment at July 1, 1959. The others must also be filled to meet the needs of the 
service. 

The savings through elimination of unfilled positions and lapses through tem- 
porary turnover vacancies are already taken into account in the estimates, since 
the request for funds is based upon the anticipated number of man-years that 
will actually be employed, and not the number of yearend positions. 


Mr. Gary. Mr. Canfield. 


Mr. Canrtevp. I have one question, Mr. Chairman, this to be ad- 
dressed to General McKibbin. 


ADDITIONAL EMPLOYEES 


General, in terms of bodies, how many additional employees do you 
anticipate will have been added to the Department rolls during the 
current fiscal year, 1960, and how many do you anticipate will be 
added to the rolls during fiscal year 1961 ? 

Mr. McKies1n. We will get you that figure. 

Mr. Canrtevp. I would like to have it now, if possible. 
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Mr. Gitterre. Mr. Canfield, the figure is 14,160 man-years added 
in 1960. 

Mr. Canriexp. Is it possible for you to give it to us in terms of 
bodies ? 

Mr. Gitterre. 14,408 positions, according to our budget. 

Mr. Canrrep. That is 1960? 

Mr. Gitterte. Yes, for the total establishment. 

Mr. Canrrevp. And 1961? 

Mr. Gituerre. In 1961 it is estimated there will be a need for an 
increase of 21,428 positions, or 18,268 man-years in total. 

Mr. Canrietp. Does the comparison you are giving me have to de 
with the revised 1960 budget ¢ 

Mr. Gitterre. No, sir. The comparison is as shown in the justi- 
fications submitted to this committee and does not reflect in any way 
the supplemental request that is coming up to the Congress or the 
increased mail volume we estimate. 

Mr. Canrievp. Off the record. 

(Discussion off the record.) 

Mr. Canrievtp. That is all, Mr. Chairman. 

Mr. Gary. Mr. Steed. 


AIRLIFT 


Mr. Sreep. General McKibbin, in his comments yesterday, the Post- 
master General made reference to the airlift, and in your remarks 
today you referred to it also. Could you give us a little enlargement 
on that topic in terms of the availability of space to be had on the 
airlines and the cost and the contribution it would make to the speed 
of mail delivery ¢ 

Mr. McKigsry. I will comment on the first part and I think Mr. 
Moore of the Bureau of Transportation can comment on the rest of 
your question. 

The airlift has been in effect for a number of years in a few limited 
applications, and during the Christmas period this year we extended 
the airlift privilege given to us by CAB. We have also asked CAB 
for additional points—I think it is 20 points, 18 or 20 points, 
now—and they have that under consideration now, that would be 
given at a rate about. 50 percent of the regular air rate. 

Mr. Steep. How do you arrive at space availability on an airline? 
And how much advance notice do you have and how reliable is it? 

Mr. McKissry. Mr. Steed, may I refer that to Mr. Moore, who will 
be here and can cover the entire airlift situation. 

Mr. Steep. That is all I have. 

Mr. Gary. Mr. Pillion. 





INCREASE IN POSTAL VOLUME 


Mr. Pittion. General McKibbin. I note that the increase in postal 
volume is running roughly at the annual rate of about 314 percent. 
It is my recollecation that the increase in population is running at 
about 2 percent, which means to me that the per capita increase is 
such that each person is using the mail a little more each year. Do 
you envision a situation where the increase in mail volume will be 
roughly in proportion to the increase in population ? 





76 





Mr. McKizsrn. There is about a piece of mail for every man, 
woman, and child in the United States every day. You can multiply 
that by 365. That is the situation in which we find ourselves. There 
have been projections made that. within the next 10 years there will 
be 90 billion pieces of mail instead of the 66 billion we are talking 
about today. The Bureau of Standards predicts it will double in the 
next 25 years. 

Mr. Pitxion. The population of America ? 

Mr. McKizsrn. No, the mail volume will double. So that at pres- 
ent and during the 7 years of this administration it has gone up, up, 
up, and there is no indication of this trend stopping. 

Mr. Pixron. I am not complaining. In fact it indicates it is a 
useful service. 

Mr. McKipsrn. And that we have to get ready to handle it. 

Mr. Piuuion. Yes. I am not talking about it in the nature of a 
complaint. I am talking about it to know whether there is some 
evaluation as to the future. 

Mr. McKresrn. One of the interesting things we have found is 
that if you take the population within a metropolitan area, generally 
speaking the mail per day is just about equivalent to the population. 
I recall at a meeting in Chicago the press questioned me on that and 
asked if this was a coincidence. Nationally that is the figure. There 
are variations. I think it is the State of California where 84 percent 
of the originating mail stays in California, a very unusual situation, 
but nationally it is about one piece of mail a day for every man, 
woman, and child. 

Mr. Giiterre. May I attempt to answer further Mr. Pillion’s ques- 
tion to be sure we are responsive ? 

To carry on with your thought, the per capita mail was 294 in 
1949 and it grew to 349 in 1959, but, as you suggest, it had leveled off 
in 1957, 1958, and 1959, at about that figure. I believe the reason it 
did not increase in 1958 and 1959 significantly over 1957 was because 
in 1958 and 1959, as you saw by our mail volume charts, the percentage 
of increase was just about the same as the increase in population, but 
as soon as the percentage of mail volume increases, as it appears it 
will in 1960, and as we predict it will in 1961, above the estimated 
population percent increase, then the per capita will resume its up- 
ward rise. 

Mr. Pitx10Nn. Off the record, please. 

(Discussion off the record.) 


I.T. & T. CONTRACTS WITH RESPECT TO HANDLING OF FACSIMILE MAIL 


Mr. Pitiion. General McKibbin, you were talking yesterday about 
the fact you were about to enter into a contract with LT. & T. 

Mr. McKissin. We have a contract with LT. & T. 
~ Mr. Prurion. What, roughly, does that contract provide for? 

Mr. McKissrn. Its objectives? 

’ Mr. Priuton. Yes. 

Mr, McKissrn. The contract. with I.T. & T. has two phases. The 
first phase was to determine what the present state of the art is in the 
development. of equipment to handle facsimile mail. That. was con- 
cluded, and we have entered into a contract with LT. & T. for the 
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second phase. That is to develop equipment for the sanctity of the 
mail; to develop equipment for high-speed printing; to develop equip- 
ment for switching on the microwave line from high speed to low 
speed ; to develop the technique of coding and decoding and storage. 
This second phase will culminate in a live demonstration by linking 
together two metropolises with their suburban connections to prove 
the feasibility and the cost. 

Mr. Pittion. How much in money does that contract provide for 
in total, the contract in the past and the present contract for research 
and development ? 

Mr. McKiupstn. The contract just signed for the second phase in- 
volves about $3 million, of which about $1.8 million is obligated this 
year and the remainder will be obligated in 1961. The first-phase 
expenses, including work outside this contract, were approximately 
$400,000. 

Mr. Pruuion. How much is LT. & T. putting into this of their own 
capital, if anything? 

Mr. McKipsrn. We are using I.T. & T. as a contractor to follow 
this development work. I.T. & 'T. is rendering an engineering service 
to us in this work. 

Mr. Pixtion. But theoretically you are paying for it in full? 

Mr. McKissin. Yes, except as we get the cooperation of industry, 
and we are getting a good deal of cooperation projected into the 
future. For instance, the Postmaster General mentioned the cooper- 
ation of Western Union. 

Mr. Piuuion. If the research is paid for by the U.S. Government 
and the airwaves are the property of the people, how are those factors 
to be taken into account later in the profit situation’ In other words, 
what I am driving at, the Government is paying for the research, 
paying for the engineering, it owns the airwaves. Are we going to 
let somebody come in and make all the profit ? 

Mr. McKiupsin. I.T. & T, is helping us to develop equipment that 
is peculiar to the needs of the postal service, such as the development 
of sanctity equipment. 

Mr. Pittron. You are paying for it. 

Mr. McKipsrn. Yes. 

Mr. Pitiion. They are not doing it from the goodness of their 
eart. 

Mr. McKipsin. We are working with the manufacturers to de- 
velop this equipment. Some of this equipment in the earlier stages 
was developed by other departments of Government. We are getting 
the development beyond that stage. 

Mr. Pixon. I just raised the question of I.T. & T. to keep it in 
mind. I have some further questions on it, but perhaps I had better 
wait until we have the presentation by the Bureau of Transportation. 

Mr. Gary. Mr. Alexander. 

Mr. ALExANpeER. General McKibbin, following Mr. Pillion’s lead, 
you stated, I believe, and the Postmaster General stated yesterday, 
that Western Union and other industry who might expect to be ad- 
versely affected by development of speed mail techniques were now 
in complete accord even though at first they had been apprehensive 
of the situation. 
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What overtures or agreements, if any, have the Post Office Depart- 
ment made to the Western Union or any other business that might 
be adversely affected by the stepping into this field by your De- 
partment ? 

Mr. McKissin. There were no overtures made. I think what hap- 
pened was that there was a misunderstanding on the part of Western 
Union on a large part of this program. They thought we were pro- 
jecting the building of microwave lines and their basic interest is in 
the carrier service. When they found that we were interested in 
checking the feasibility and the development of equipment to make 
practical use of lines which private industry has, rather than to build 
lines in competition, there was complete agreement and interest on 
their part in cooperating with us fully on that, because the Post Office 
Department really has the market in terms of potential for high use 
of these lines whereas Western Union does not have that market to 
the same extent. 

Mr. Avexanprer. As I understand it, there is a possibility of the 
development of the microwave without use of lines, which would be 
in direct competition with them even though it is done in a different 
Way. 

Mr. McKissin. No; I think you misunderstood it. If you are 
using it in terms as to whether it would be a voice line physically as a 
telephone line, or whether it would be a microwave, we refer to both 
of them as lines. Both Western Union and A.T. & T. have microwave 
lines. We are not planning to build lines. We are planning to 
utilize lines after we test out the complete feasibility and practica- 
bility of the service. 

Mr. ALExANpDeER. In other words, the Post Office Department would 
be under no obligation, or the Federal Government would be under 
no obligation, to Western Union or A.T. & T. or any of these other 
people, should it develop that this is a real service to the people at 
less cost? We would not be obligated in any way? 

Mr. McKipprn. Our relation to the A.T. & T. and Western Union 
is identical to our relation to rail lines and airlines. We look upon 
their service and their contribution as that of a carrier. 

Mr. Gary. Are we subsidizing their research into this matter under 
the contract? 

Mr. McKissrin. Off the record. 

( Discussion off the record.) 

We are not, as I see it, subsidizing anything. But what we are 
trying to do is to develop terminal equipment. , 

Mr. Gary. Are we contributing, then, to the cost of their research 
in trying to develop this new method? 

Mr. McKiseryn. We are making a contribution to the development 
of terminal equipment and line control equipment for facsimile mail 
where the application is peculiar to the Department’s needs. We 
are capitalizing on the developments that have been made by the 
Government or others in the state of the art as far as they have taken 
it. 

Mr. Gary. I gather that someone has to do a lot of research in this 
field before facsimile mail can become a practical reality ? 

Mr. McKinsrn. Yes, sir. 
Mr. Gary. Who is going to pay for that research ? 
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Mr. McKisern. That is in the $3.5 million program, of research, 
to develop the equipment to operate the two terminal trial systems. 
That is all within the total budget. 

Mr. Gary. And the Government is paying for that; is that right? 

Mr. McKissrn. That is right. 

Mr. Gitterre. Mr. Chairman, I think Mr. McKibbin misunder- 
stood your question about who is paying for the research. He tried 
to make clear, as I understand it, that the only research we were pay- 
ing for under this contract is for equipment for the Post Office 
Department. 

Mr. McKiesrn. That is correct. 

Mr. Gitterre. The industry is going ahead with its own research 
in facsimile mail development and it is the result of this research 
that we are applying to the Post Office Department. But as I under- 
stand it, we are not paying primarily for the development of basic 
facsimile equipment. Weare paying only for equipment that is pecu- 
liarly for the Post Office Department. I want to make that clear, if 
Mr. McKibbin would accept my supplement. 

Mr. McKippin. Yes, sir; I thought that was made clear. 

Mr. Gary. But, is not that rather difficult to separate ? 

How are you going to separate it where you have it all in one sys- 
tem’? How are you going to separate the Post Office Department 
equipment from the equipment of the companies ? 

Mr. Guerre. I think, Mr. Chairman, that. Mr. Plummer, who is 
working with the contractor, and who is active in the negotiation of 
this contract, would be in a position to answer your question spe- 
cifically. 

Mr. Gary. All right, Mr. Alexander, you may proceed. 

Mr. Atexanper. Under this agreement would the Government have 
the right to patents of any new discoveries, or would this be the exclu- 
sive property of the engineers of the company whom you are paying 
to do this research ? 

Mr. McKisern. Mr. Warburton, the general counsel, will answer 
that. 

Mr. Warsurton. Mr. Alexander, the contract is in the usual form 
of a research and development contract. It follows the governmental 
patent policy that the Department has been following since this pro- 
gram was initiated. So far asa research and development contract is 
concerned, the basic concept of that patent policy is that the patent- 
able developments resulting from the contractor's operation under the 
research and development contract are available to the Government 
on a royalty-free license basis. 

So far as the contractor is concerned, he may use unique develop- 
ments for commercial applications, other than those which the Post 
Office Department uses. 

At the present time, as you probably know, a committee on the 
Senate side, as well as a committee on the House side of the Congress, 
is working on and now examining patent policy. 

Mr. Arexanper. I believe Mr. Pillion has a question at this point. 

Mr. Pitrton. Thank you. I am a little unclear about the micro- 
wave aspect. of this operation. Is there a physical line or is that 
something in the air? 
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Mr. McKresrn. That is in the air. 
Mr. Piiton. Do -we have set aside microwave bands for the Post 
Office Department’s use? Have we made application for them ? 

Mr. McKipesin. Well, I will answer that and then Mr. Warburton 
may comment on it. The time that you need an airline is dependent 
upon the volume that you have. 

Mr. Priui0Nn. Airline? 

Mr. McKipsen. Yes, sir. 

Mr. Pittion. Whose airline? 

Mr. McKipesen. A microwave band in the air. The volume created 
by the Post Office Department could fit in with other volumes created 
and used over the same line. 

In other words, you take the full capacity of the microwave and 
you load. it from many different sources of which a part could be the 
postal service requirement, and as the postal service develops, you 
would take a greater share of the 24-hour capacity of the line. 

Mr. Pitii0on. Are those microwave bands now allocated to different 

eople? 
. Mr. Warsvurton. Mr. Pillion, the question of the allocation and 
assignment of microwaves, which is a form of electronic radio trans- 
mission, is within the jurisdiction of the Federal Communications 
Commission. 

Ultramicrowave transmission is only recently developed to the 
point where commercial applications can be made of it and allocation 
and assignment of the wavelengths are made by the FCC to private 
enterprise as you know. 

The FCC, basically, as I understand it, has remaining the greater 
part of the available ultramicrowave band widths. 

The situation is, in response to your direct question—and this may 
be of some assistance to Mr. Alexander—that the Federal Communica- 
tions Commission has not made an allocation of a wave band to the 
Post Office Department for the facsimile purpose. 

The present concept, as General McKibbin indicated earlier, and 
as General Summerfield indicated yesterday, is that under the con- 
tract and under the Department’s concept, if a determination is made 
that this method of communication or transportation of mail is feas- 
ible and practicable as far as the Department is concerned, then we 
would, of course, enter into the question of the rates to be charged, 
which is a prerogative of the Congress to set. At that time if we 
were authorized to proceed on this as a new, usable form of postal 
communication, there would then have to be made an application to 
the FCC for the establishment of a tariff for the rate to be charged 
the Post. Office Department for the use both of telephone lines and 
the ultramicrowave system which might then be in effect. 

Mr. Prixton. I still do not quite understand it. If the people own 
the airwaves as such and if you reached a point where you have an 
investment—I am talking now not personally, but of the Post Office 
Department—of $4 million in the proposed sending of the facsimile 
mail by microwave, why is it that you have not notified the FCC that 
you have made this investment, and that you anticipate the use of 
microwave, and that you need a certain maximum or a certain portion 
of that band for that purpose? A microwave band allocation would, 
possibly, be a valuable asset in negotiating contracts for transmission 
rates. 
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You talk about tariffs. I do not know what tariffs you are talking 
about. There is no charge by the Government for this? It is free; 
is it not? 

Mr. Warsvrton. It never has been in the past. 

Mr. Priiion. Why should you pay someone else, if they already 
have the band? Why should you pay someone else for the air that 
belongs to the people, if that is what you are driving at? 

Mr. Warsurton. So far as the philosophy has been, sir, the micro- 
waves will be allocated as Government policy to — companies. 
For example, the Department of Defense’s network—SAGE—is one 
good example that I discussed with the Department of Defense a few 
days ago, which is a network of communications by line and ultra- 
microwave, whose use is contracted for by the Department of Defense 
with the private contractor to whom the Federal Communications 
Commission has allocated the system. This is a matter of govern- 
mental policy, including congressional policy. 

Mr. Priuion. I see. Then, the policy is roughly this: The airwaves 
that are owned by the people, the people cannot, meaning the Gov- 
ernment, have those airwaves assigned to it free? You have to as- 
sign them to private industry and then the Government leases them 
from private enterprise or industry, and that is what is happening 
in this matter? I think this is where an exception should be made. 

Mr. Warsurton. As in the case of radio transmission and tele- 
vision transmission. 

Mr. Pritton. I think this is where an exception should be made. 

Mr. Warsurton. All radio transmission and television transmis- 
sion 

Mr. Pitiion. That should be done so they cannot give them away 
free and then buy them back from A.T. & T. or SAGE or whoever 
you are talking about. That is just the point I am making. 

Mr. Warscurton. We are paying, sir, for the transmission and the 
receiving function as well, you see; we would pay in the future as 
are the Department of Defense and other departments paying, which 
use systems of this type. 

Mr. Prttton. I wonder if we could go into the matter at some future 
time in more detail ? 

Mr. Gary. Off the record. 

(Discussion off the record. ) 





EFFECT OF RATE CHANGES ON VOLUME OF MAIL BY CLASSES 


Mr. Atexanper. Changing the subject some: I understand the De- 
partment is going to ask for an increase in rates in certain classes of 
mail. I wonder if briefly you could tell us the effects of the recent 
rate change on classes of mail in regard to volume? 

I do not know to whom that question should be addressed, but I 
presume Mr. Gillette can answer it. 

Mr. Giuterre. Mr. Alexander, I alluded to this matter briefly in an 
answer to a question yesterday, and stated that we felt there was some 
possible temporary effect on volume as the result of the recent. rate 
change, but that there was an even greater effect on diversions of mail 
from one class to another as the result of rate change, and I mentioned 
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that an example of it was diversion of mail from first-class post cards 
to third-class bulk mail. 

Would you tell me specifically what you had in mind? 

Mr. Atexanper. Well, I think that we would, and the Members of 
Congress would, like to have detailed information so that in the con- 
sideration of other increases in rates we would have the benefit of 
what happened as a result of the last rate increase in order to make our 
decision. That is what I had in mind. 

If you want to put it in the record at this point, anything that might 
be helpful to us would be appreciated. I believe that air mail has 
decreased. I do not want a long statement on it. 

Mr. Gittetre. I would be glad to submit a statement in answer to 
that question, Mr. Alexander. 

(The statement referred to follows :) 

As stated on page 93 of the hearings on the 1960 appropriation, the Depart- 
ment is unable to determine the extent of the impact on mail volume of postal 
rate increases for the reason that it is unable to isolate the effect on mail volume 
of economic readjustments and other concurrent changes. It is a long-estab- 
lished axiom of letter mail service, both in this country and abroad, that 
economic conditions generally are more significant factors in the determination 
of the volume of letter mail than are rates of postage. As was indicated in 
the present hearings, there have been some diversions of mail from one class 
to another apparently as the result of the rate changes which became effective 
August 1, 1958, and January 1, 1959. The rates of change for the various classes 
of mail vary somewhat each year. However, during fiscal 1959 the changes 
were more than normal, presumably as a result of the changes in postage rates 
The following table indicates this: 





Percent increase or de- 


crease (—) in mail vol- 
ume over preceding year 








Fiscal year | Fiscal year 
1958 | 1959 


Ist class mail: 





ER ot 25 A od 8 BOs ea peanaeuncachds nk binwibuacawinekeen 2. 50 | 1.35 
NE ee Noe Nts. suk Gi casa al ONS a AE Uk eens ace Ne tedhos ein —1.20 | —10. 69 
Raabe polo diancddeninyeuse ane besdeoe Rp es panei ouskeophcmeushnns 2.08 | 17 
DER. oto <2 on eee oni ua Rakes sas ene eben hasan bane naubeeuds acne —3. —4. 63 
II oo Be Oa oe ne naan eerseeii een anacmneuacrs 3.77 | —.69 
I inn anid Pues dba nbenane Ge ennes was mbaaaadbedaenicae . 94 | 7.12 
4th class mail_-_-__-.__-- Jie Mebinasantencinine idoueh wadine Lnehaeoxseee —1.15 | —11. 28 
INE ce a 6 osciia Bako aaciouce pades mene aweoumagweekeny aceceews 2. 24 | 7.81 
‘Total mail____- hinted abs eaacheee ete nik buctinukynientrewboaninns 1.78 | 1. 86 





Most of the decrease in fourth-class mail for fiscal 1959 is the result of the 
reclassification as of August 1, 1958, of parcels and catalogs weighing between 
8 and 16 ounces from the fourth-class to the third-class category under the 
Postal Rate Increase Act of 1958. This together with the shift from postal 
ecards also account in significant part for the increase in third-class mail in 
fiscal 1959. 

Cost analysis studies show that the rate increases in effect during fiscal 1959 
produced additional mail revenues of approximately $461.6 million. The loss in 
revenue from diversion to lower priced classes of mail ammounted to approxi- 
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mately $12.5 million. 
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WAGE DIFFERENTIALS FOR POSTAL WORKERS IN PUERTO RICO, HAWAII, 
AND ALASKA 


Mr. ALEXANDER. Just one other question: I believe that in the 
continental limits of the United States the rates of pay for the differ- 
ent classes of postal workers are uniform throughout the country. 

Mr. McKisprn. That is correct. 

Mr. ALExANDER. However, we do pay an additional sum of money 
to the same type of worker in Hawaii and Alaska. 

How much additional money is paid out for postal workers over 
and above the usual amount if those places were in the continental 
limits of the United States? 

Mr. Guterre. We will be glad to supply that information for the 
record. As you know, Mr. Alexander, there is a territorial considera- 
tion of 17.5 percent extra given to postal workers in Puerto Rico, 20 
percent in Hawaii, and 25 percent in Alaska. 

Mr. ALEXANDER. I am familiar with that. The point I am getting 
to now is that they are no longer territories, but are States, or at least, 
Hawaii and Alaska. 

Mr. Guerre. That is correct; but until legislation is passed by the 
Congress, we must continue this extra cost-of-living allowance. I 
have the figures before me now, Mr. Alexander. The total cost in 
1957 amounted to $2,393,371 for the territorial cost-of-living allow- 
ances. 

Mr. Atexanper. The Department has always been in favor of the 
users of the mail paying the bill. Would the Department be in favor 
of increasing the rates in those States in order to take care of that 
additional cost ? 

Mr. Gutterte. No, sir; the Department favors an elimination of 
the cost-of-living allowance in Puerto Rico and Hawaii, but the reten- 
tion of it on the basis of real need in Alaska. 

Mr. Pitxi0on. Would the gentleman yield ? 

Mr. Avexanper. Certainly. 

Mr. Pituion. Would it be helpful to put into the record the net 
loss on mail operations in Puerto Rico and Hawaii? 

That might relate to this higher pay scale in those two areas, to 
show the net loss in those two areas. 

Mr. Gittetre. Mr. Pillion, our financial records would not, I be- 
lieve, make it possible to calculate a loss on operations by territories, 
because of the difficulty of allocating the amount of revenue on incom- 
ing mail, as well as outgoing mail, not to mention transportation cost 
allocation difficulties. 

Mr. Prixi0n. I understand. 

Mr. Gary. Would the gentleman yield to me at that point? 

Mr. ALExAnperR. Certainly. 

Mr. Gary. I think it is the most ridiculous thing in the world that 
we place those employees on a higher pay scale. Now, it is true that 
the cost of living in Honolulu, which is a resort city, may be somewhat 
higher than it is in some of our sections, although I do not think it is 
a bit higher than it is in Atlantic City or some of our other resort areas 
in this country such as Miami. 

But, when you get back into the rural areas of those islands the 
cost of living is much lower than it is in this country, and the amount 
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that we pay postal workers there is throwing the entire salary economy 
out of line for the other local enterprises and industries. I have been 
in hopes that the Congress would make some changes in it, but up 
to the present time no action has been taken. 

Mr. Prtx10Nn. It makes for bad relations all around. 

Mr. Atexanper. I agree with my chairman, and the reason I 
brought this up was that I hope the Post Office Department will look 
into this matter and, perhaps, make some recommendations which 
might be helpful. 

Mr. Warsurton. Mr. Chairman, may I indicate to Mr. Alexander 
that we have prepared a legislative proposal to eliminate the differ- 
ential in Puerto Rico and Hawaii. It is now in the Bureau of the 
Budget. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Atexanpver. That is all, Mr. Chairman. 

Mr. Conver. I agree with my colleague, Mr. Alexander. 

I recall last year that I queried the department at great length on 
this particular question and it seems quite ridiculous that there should 
be a differential, and I hope the department recommends this legis- 
lation in the early part of the session so that we might have action 
on it this year. 


CONTRACTS WITH I.T. & T. WITH RESPECT TO HANDLING OF FACSIMILE MAIL 


Mr. McKibbin, did we have that facsimile mail during World War 
II to the Armed Forces? 

Mr. McKissrn. I do not know, sir. 

Mr. Gierre. That was “V” mail. 

Mr. McKiesrn. It was V-mail; yes. It was photographed, but it 
was not of the speed mail we are talking about in this operation at all. 

Mr. Conte. How fast was V-mail? 

I know we used to receive it overseas very rapidly. 

Mr. McKizsrn. That was airmail that was reduced in size in order 
to carry more mail in the load. It was photographed down and re- 
duced in size, and delivered as airmail. 

Mr. Contr. Was it photographed at the place of mailing? 

Mr. McKipsrn. Yes, sir. 

Mr. Contr. Not to belabor this question, but I was interested in 
the chairman’s question as to how much we were subsidizing I.T. & T. 
in regard to this operation. 

Mr. Gary. And Western Union. 

Mr. Conte. Yes; with reference to this microwave facsimile mail. 

You said that we were not subsidizing these companies at all. 

For the record, how much have these companies contributed to re- 
search on this particular project of their own money ? 

Mr. McKissrn. That question, I think, should be answered when 
you talk to Mr. Plummer, but this contract is purely an engineering 
contract for the development of equipment which will not necessarily 
be limited at all, of course, to I.T. & T. or to Western Union. They 
are the developers. 

Mr. Contr. Yes; but we are paying them $3 million for the de- 
velopment of equipment which they will be using after it is developed. 

Mr. McKissrn. It will be departmental equipment. 
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Mr. Contr. Yes, but we can use it also. This is no different than 
the problem we have with our defense contracts where we are payin 
these large firms billions of dollars for the development of POLARIS 
missiles and all types of missiles, and other defense equipment. Then 
they are allowed, after development to turn around and sell them to 
the U.S. Government. In this particular case, it will have greater 
significance because this will be of great commercial use, will it not? 

Mr. McKissrn. The commercial use will be dependent on the ability 
to develop a volume of mail under these circumstances. I am think- 
ing, Mr. Chairman, that since Mr. Plummer is heading this whole 
thing, that this discussion of getting into the contractual matter 
might better be held over until Mr. Plummer is here. 

Mr. Conte. I agree with that. However, you are the Deputy 
Postmaster General, and I think this is a crucial problem with the 
Congress of the United States right now, not only in this field, but 
in the defense field. I think it is high time that the private industries 
— contributing toward the research and development in these 

elds. 

Mr. McKipsrn. Mr. Conte, in this development of equipment. it is 
no different, really, than the development of other equipment. After 
it is developed, you go out to bid for the equipment on the same basis 
as we do in other development projects. 

Mr. Conte. But two wrongs do not make a right. I do not agree 
with that philosophy. I understand how it comes about, and it is 
being done every day of the week in our defense budget, but I do not 
agree with it, and I think it is wrong. 

Mr. McKisstn. The equipment we need to test the feasibility and 
practicability: is nonexistent. It has never been developed, and ap- 
plied to the postal service, and to the problems peculiar to the postal 
service. That is why we have a developmental contract in this par- 
ticular case. 

Mr. Conte. I hope you will explore Mr. Pillion’s theory, that you 
should apply with the FCC for a waveband, so that we will not be 
dependent upon these private concerns for the use of their wavebands 
at a later date when this is developed. 

I think this is very important. Here is what you are doing now: 
You are pouring in $3 million that you have signed contracts for this 
year, which is only the beginning. You are only scratching the sur- 
face. There will be millions and millions of dollars more before you 
are through and before this thing is perfected and then we will have 
to turn around and buy their services and buy the use of their wave- 
lengths in order to send this mail throughout the United States. I 
think it is ridiculous. 

METRO SYSTEM 


In regard to the metro system, Mr. McKibbin, since this system has 
been installed, how much have you saved in RPO rates? 

Mr. McKipsrn. Let us say it this way: Since this system has been 
installed, we have improved the service at a total increased cost. for 
the 60 metro areas, embracing 129 million people, of $1.4 million. 

Mr. Contre. How much ? 

Mr. McKipern. $1.4 million for the total of the 60 metro areas. 

Mr. Conte. That is the cost involved ? 

Mr. McKiesrn. That is the total cost, over and above former opera- 
tions, and that cost I will predict will come down because when we had 
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that we pay —_ workers there is throwing the entire salary economy 
out of line for the other local enterprises and industries. I have been 
in hopes that the Congress would make some changes in it, but up 
to the present time no action has been taken. 

Mr. Prion. It makes for bad relations all around. 

Mr. Aexanper. I agree with my chairman, and the reason I 
brought this up was that I hope the Post Office Department will look 
into this matter and, perhaps, make some recommendations which 
might be helpful. 

Mr. Warevrton. Mr. Chairman, may I indicate to Mr. Alexander 
that we have prepared a legislative proposal to eliminate the differ- 
ential in Puerto Rico and Hawaii. It is now in the Bureau of the 
Budget. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

Mr. Avexanper. That is all, Mr. Chairman. 

Mr. Conte. I agree with my colleague, Mr. Alexander. 

I recall last year that I queried the department at great length on 
this particular question and it seems quite ridiculous that there should 
be a differential, and I hope the department recommends this legis- 
lation in the early part of the session so that we might have action 
on it this year. 


CONTRACTS WITH I.T. & T. WITH RESPECT TO HANDLING OF FACSIMILE MAIL 


Mr. McKibbin, did we have that facsimile mail during World War 
II to the Armed Forces? 

Mr. McKizsrn. I do not know, sir. 

Mr. Gittetre. That was “V” mail. 

Mr. McKee. It was V-mail; yes. It was photographed, but it 
was not of the speed mail we are talking about in this operation at all. 

Mr. Conte. How fast was V-mail? 

I know we used to receive it overseas very rapidly. 

Mr. McKresrn. That was airmail that was reduced in size in order 
to carry more mail in the load. It was photographed down and re- 
duced in size, and delivered as airmail. 

Mr. Conte. Was it photographed at the place of mailing? 

Mr. McKiesrn. Yes, sir. 

Mr. Contr. Not to belabor this question, but I was interested in 
the chairman’s question as to how much we were subsidizing LT. & T. 
in regard to this operation. 

Mr. Gary. And Western Union. 

Mr. Conte. Yes; with reference to this microwave facsimile mail. 

You said that we were not subsidizing these companies at all. 

For the record, how much have these companies contributed to re- 
search on this particular project of their own money ? 

Mr. McKissi. That question, I think, should be answered when 
you talk to Mr. Plummer, but this contract is purely an engineering 
contract for the development of equipment which will not necessarily 
be limited at all, of course, to I.T. & T. or to Western Union. They 
are the developers. 

Mr. Conte. Yes; but we are paying them $3 million for the de- 
velopment of equipment which they will be using after it is developed. 
Mr. McKissry. It will be departmental equipment. 
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Mr. Contr. Yes, but we can use it also. This is no different than 
the problem we have with our defense contracts where we are payi 
these large firms billions of dollars for the development of POLARIS 
missiles and all types of missiles, and other defense equipment. Then 
they are allowed, after development to turn around and sell them to 
the U.S. Government. In this particular case, it will have greater 
significance because this will be of great commercial use, will it not? 

Mr. McKissrn. The commercial use will be dependent on the ability 
to develop a volume of mail under these circumstances. I am think- 
ing, Mr. Chairman, that since Mr. Plummer is heading this whole 
thing, that this discussion of getting into the contractual matter 
might better be held over until Mr. Plummer is here. 

Mr. Conte. I agree with that. However, you are the Deputy 
Postmaster General, and I think this is a crucial problem with the 
Congress of the United States right now, not only in this field, but 
in the defense field. I think it is high time that. the private industries 
— contributing toward the research and development in these 

elds. 

Mr. McKrpsrn. Mr. Conte, in this development of equipment it is 
no different, really, than the development of other equipment. After 
it is developed, you go out to bid for the equipment on the same basis 
as we do in other development projects. 

Mr. Conte. But two wrongs do not make a right. I do not agree 
with that philosophy. I liiouinen how it comes about, and it is 
being done every day of the week in our defense budget, but I do not 
agree with it, and I think it is wrong. 

Mr. McKrgsrn. The equipment we need to test the feasibility and 
practicability is nonexistent. It has never been developed, and ap- 
plied to the postal service, and to the problems peculiar to the postal 
service. That is why we have a developmental contract in this par- 
ticular case. 

Mr. Conte. I hope you will explore Mr. Pillion’s theory, that you 
should apply with the FCC for a waveband, so that we will not be 
dependent upon these private concerns for the use of their wavebands 
at a later date when this is developed. 

I think this is very important. Here is what you are doing. now: 
You are pouring in $3 million that you have signed contracts for this 
year, which is only the beginning. You are only scratching the sur- 
face. There will be millions and millions of dollars more before you 
are through and before this thing is perfected and then we will have 
to turn around and buy their services and buy the use of their wave- 
lengths in order to send this mail throughout the United States. I 
think it is ridiculous. 

METRO SYSTEM 


In regard to the metro system, Mr. McKibbin, since this system has 
been installed, how much have you saved in RPO rates? 

Mr. McKissrn. Let us say it this way: Since this system has been 
installed, we have improved the service at a total increased cost for 
the 60 metro areas, embracing 129 million people, of $1.4 million. 

Mr. Conte. How much ? 

Mr. McKipsrn. $1.4 million for the total of the 60 metro areas. 

Mr. Conte. That is the cost involved ? 

Mr. McKissrn. That is the total cost, over and above former opera- 
tions, and that cost I will predict will come down because when we had 
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19 operations, we had a greater cost than that for the total of 60.. We 
are working the mail better, and as you work the mail better, you get 
your cost. down. A year or two from now you will find this metro 
operation at no additional cost, with a greatly improved service. 

Mr. Conte. Right at the present time, in dollars and cents, how 
much have you reduced your cost in overall transportation ? 

Mr. McKipe1n. Mr. Conte, of the Metro area, I will have to get the 
detailed facts for you on that. However, we can supply them. I 
gave you the overall added cost. 

Mr. Conte. The added cost; that is right. 

Mr. McKissin. That cost amounted to $100,000. 

Mr. Conte. Do you know of any reduced cost to RPO service? 

Mr. McKipstn. Yes; there are specific cases where RPO service has 
been discontinued. 

Mr. Conte. In specific cases, but I would like to have an overall 
figure of your RPO service. 

= McKzussr. I will get you those costs from Mr. Moore and 
others. 

Mr. Conte. And also in respect to your airlines. 

Mr. McKzipsrn. Yes, sir. They are not a factor, however, in the 
Metro area. 

Mr. Grterre. Off the record. 

(Discussion off the record.) 

Mr. Conte. I thought, perhaps, on short hauls you cut down on your 
airline service. : 

Mr. McKzissrn. The airline is not involved in the Metro plan. 

Mr. Conte. I have no further questions, Mr. Chairman. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

(The committee recessed until 1 :30 p.m.) 


AFTERNOON SESSION 


Turspay, JANUARY 12, 1960. 


PAYMENT FoR Pusiic SERVICES 
WITNESS 


HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 
Program and financing 





1959 actual | 1960 estimate | 1961 estimate 





Program by activities: 








1. Loss on free and preferred rate mail. -.........-.-...---].------------- $36, 400, 000 $48, 150, 000 
2. Exces rates paid to foreign air carriers. ___........___-- patie 2a winclwee 1, 000, 000 850, 000 
Total obligations (object class 11) __......------.------ J------------- 37, 400, 000 49, 000, 000 





Financing: Appropriation (new obligational authority) --._.-.|.....--- ene 37, 400, 000 49, 000, 000 
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Mr. Gary. The subcommittee will please come to order. 

Gentlemen, at this time we shall hear’ from Mr. Gillette, with 
reference to the request for the “Public services” item. 

Mr. Gillette, you may proceed. 

Mr. Guterre. Mr. Chairman, the estimate which the Department 
presents to this committee for an appropriation for “Public serv- 
ices” is $49 million for fiscal year 1961. 

I would like to submit, Mr. Chairman, for the record pages 17, 
18, and 19 of the justifications. 

Mr. Gary. Without objection, those pages will be placed in the 
record at this point. 

(The pages referred to follow :) 

PAYMENT FoR Pustiic Services, 1961 (OuT or THE GENERAL FuNpD) 


Analysis of appropriation request 











Activity 1960 1961 Increase 
(1) Revenue loss on free and preferred rate mail..........----- $36, 400,000 | $48,150,000 | $11, 750,000 
(2) Excess rates paid to foreign air carriers. ............------- 1, 000, 000 850, 000 (150, 000) 
IN, deonedes cnniinc edi cnwan esenoaenamieMebbhanbedsake 37, 400, 000 49, 000, 000 11, 600, 000 

















JUSTIFICATION 


Purpose of appropriation request.—The Postal Policy Act of 1958 (title I, Pub- 
lic Law 85-426), approved May 27, 1958, lists certain public services performed 
by the Post Office Department and authorizes the appropriation of such amounts 
as Congress may deem to be loss attributable to these services based upon esti- 
mates submitted to the Congress. The amounts thus appropriated each year are 
to be paid into the Postal Fund as revenue from the general fund of the Treasury. 
These appropriations do not carry with them any additional obligational or ex- 
penditure authority for the Post Office Department. The appropriation is merely 
a device by which the Congress itself will establish each year the portion of the 
Department’s net cost which should be borne by the general taxpayer. The re- 
maining portion should be paid for by the users of the postal services in accord- 
ance with the provisions of the Postal Policy Act. 

Basis for estimates.—The estimates submitted are limited to the two items of 
public service costs approved by the Congress in the 1960 Appropriation Act. 
These two items, the revenue loss from rate concessions on free and preferred rate 
mail, and the excess rates paid to foreign air carriers, were the only losses 
set forth in the Postal Policy Act which the Congress deemed to be attributable 
to publie services or possible of computation and which should be borne by the 
general taxpayer. 

Revenue loss on free and preferred rate mail, increase $11,750,000.—The total 
estimate for 1961, $48,150,000, is an increase of $11,750,000 over the 1960 appro- 
priation. The increase estimated is based primarily on the increases in regular 
postage rates for second and third class mail authorized for 1961, which auto- 
matically increase the differential between the preferred and free rates as com- 
pared with regular postage rates. The other factor having a significant effect 
on the 1961 estimate for this item is the higher volume level anticipated, pri- 
marily in third class mailings. 

Cost of excess rates paid to foreign air carriers, decrease $150,000.—It is esti- 
mated that the rates paid to foreign air carriers in 1961 in excess of rates estab- 
lished for domestic carriers will be $150,000 less than the amount established 
by the Congress for this item in 1960. 
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Estimated revenue loss from rate concessions, and cost of excess rates paid foreign 
air carriers, fiscal years 1959, 1960, and 1961 


[Thousands of dollars] 





Class of mail Fiseal year | Fiscal year | Fiscal year 
1959 1960 1961 





1, Revenue loss on free and preferred rate mail: 
2d class mail: 


See peed cate pated smaeee Garee $3, 160 $4, 605 $6, 217 
(C) Free-in-county mail. .-.................---.---- 853 829 836 
(I) Reduced rate mailings: 2d class publications for 

religious and.classroom use. - ---.......-----. . 196 310 430 


Aen ee eee 4, 209 5) 744 7,483 








3d class mail: 
(J) Reduced rate: 3d class mailings of nonprofit 
PE te ES OS, ee 10, 066 14, 981 19, 715 





4th class mail: 











De eine meveccpiielsenebekbenwasnicie 12, 312 15, 838 15, 987 
SE PLETE 2, 187 3, 140 3, 360 
(F) Publications for blind at reduced postage rates_- 55 87 87 
ES ae ea enre a ame, 14, 554 19, 065 19, 434 
Penalty and official mail: 

( Official mailings: Pan American Union__-__-__- “ 77 77 

(G) Free mailing privileges: To Pan American 
ee eeevanaeasin q 5 5 
Total penalty and official..__-.....---..-... 68 82 82 





Franked mail: 
(E) Free mails—Diplomatic corps of Pan American 

















SIU <nacssiewuncdahedeedidddsunssé 49 55 55 
(H) Free mailing privileges to: (Widows of Presi- 
aS pss slated! LORE ea aS SOO)! (I CE CA mere, al ae anes 7 
CEE CS SS, aE ae er uOn RIES IB 49 55 55 
(R) Free mailing privileges: Absentee ballots--..-...|........--...-|-.-.----------|-------------- 
(D) Free for the blind matter. _............-_-..--- 1,098 1, 330 1, 381 
Total revenue loss on free and preferred rate 
Penta te bi teaeu spake bananddencecsadawe 30, 044 41, 257 48, 150 
2. Cost of excess rates paid to foreign air carriers---_---.------ 850 1,000 850 
Total revenue loss and additional cost__--........-...-- 30, 894 42, 257 49, 000 
Public service appropriation or estimate _-_-...........-.------|-------------- 37, 400 49, 000 














Mr. Gary. Mr. Gillette, it is my recollection that the Department 
last year requested $172 million for “Public services.” This was 
based on the actual cost of delivering the preferential mail. 

Our committee struck out the entire item. When it went to the 
other body, the Senate took the position that the proper basis for 
determining public services should be the difference between the pref- 
erential rate and the regular rate; is that correct? 

Mr. Giterre. That is correct. 

Mr. Gary. And, on that basis, they included $37,400,000 in the bill 
for the “Public services” item. 

We accepted that figure. 

Now, it is my understanding that the $49 million you are request- 
ing for next year is based on the same calculations that were used in 
determining the amount that we appropriated last year? 

Mr. Gitutetre. That is correct, Mr. Chairman. It also omits any 
estimate for so-called loss on third- and fourth-class post offices and 
on star routes, loss on nonpostal services for other agencies, and the 
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loss on special services which the Senate and the conference com- 
mittee omitted. 

Mr. Gary. Thank you, sir. 

If there are no questions, gentlemen, we shall proceed to consid- 
eration of the next item. 


Turspay, JANUARY 12, 1960. 


COMMEMORATIVE STAMP PROGRAM 


WITNESSES 


HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 

L. ROHE WALTER, SPECIAL ASSISTANT TO THE POSTMASTER GEN- 
ERAL 


Mr. Gary. Mr. Walter, are you prepared to present the commemora- 
tive stamp program at this time ? 


GENERAL STATEMENT 


Mr., Water. Mr- Chairman, I have a.statement which with your 
permission I should like to read into the record. 

Mr. Gary. You may proceed. 

Mr. Watrer. Mr. Chairman, in the hearings before the Subcom- 
mittee of the Committee on Appropriations, House of Representa- 
tives, 2d session of the 85th Congress, I testified that the Postmaster 
General had recently assigned the basic responsibilities for the De- 
partment’s philatelic program to the office I head, including recom- 
mendations for designs and subject matter for stamps, the publicizing 
of their issuance and arrangements for first-day sale ceremonies. 

The responsibility for the actual procurement of stamps was trans- 
ferred to the Bureau of Facilities, the purchasing agents for the 
Department generally. 

The management of the Philatelic Sales Agency setup within the 
Department for the sale of stamps to stamp collectors was left with 
the Bureau of Finance. 

‘ basically was the transfer of authority made by Mr. Summer- 
eld. 

I am happy to report that these changes in the management of our 
philatelic activities have produced good results and that the De- 
partment has never enjoyed better relationships with the stamp-col- 
lecting public nor have the sales of stamps for philatelic purposes 
reached greater heights than those prevailing throughout the calen- 
dar year 1959. In short, philately in this country is flourishing and 
the U.S. Post Office Department is making many contributions to the 
welfare of this cultural hobby which is the delight of young and old, 
rich or poor. 

Our philatelic program is a unique operation of the Department in 
that, while it is not operated for profit, it is a moneymaker. 

Of course you understand that when stamps are sold to stamp 
collectors, they are taken out of use and the Government is not called 
upon to perform normal mail delivery services, so that the sale of 
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stamps for philatelic purposes can quite properly be considered a 
profitable transaction. 

During the calendar year 1959 the Department issued 20 commem- 
orative and special stamps. The total production costs of these 20 
stamps, normally printed in lots of 120 million each, approximated 
$850,000. 

We actually sold, at first-day sales alone, to collectors during the 
calendar year of 1959 approximately $1,500,000 worth of these stamps. 

Additionally, through the Philatelic Sales Agency here in Wash- 
ington, we sold about $3 million worth of stamps for philatelic pur- 
poses during the same 12-month period, and we estimate sales through- 
out the Nation at about nine times that figure. 

Not only do we sell millions of stamps at first-day sales, but every 

ost office in the country also sells stamps to philatelists. While we 
nave no definite way of knowing how many sales are made around 
the country, we do have estimates made by Mr. Robert E. Fellers, for 
some 25 years the Director of Philately of the Post Office Department 
prior to his retirement in 1957, indicating that total philatelic sales 
at that time were between $20 and $25 million annually. Mr. Fellers 
based his estimates upon test studies made in the major post offices, 
among major stamp clubs, and among other groups, including school- 
children. While no detailed evaluation has been made since 1957, I 
would estimate that Mr. Fellers’ figures could legitimately be upped 
by from $3 to $5 million to a maximum total of a $30 million sale of 
stamps to collectors and dealers during 1959. 

There are estimated to be 15 million or more stamp collectors in the 
country. Consequently there are more stamp collectors than there 
are dog owners in the Nation and stamp collecting is recognized as 
the No. 1 hobby in the United States. 

We know from the increasing number of requests received from 
youngsters for information about stamps that the number of children 
collecting stamps is growing rapidly. We work very closely with the 
schoolteachers of America in furthering stamp collecting, for we feel 
as they do that stamp collecting is a worthwhile educational hobby 
which develops a greater knowledge of our national heritage. 

The growth of philately in this country is also reflected in the re- 
ceipts of the Philatelic Sales Agency. In 1921 the Agency sold 
$29,900 worth of stamps. Last year, as I mentioned before, sales 
approximated $3 million, and during the intervening period from 
1921 through 1959 more than $55 million worth of stamps have been 
sold to collectors by the Philatelic Sales Agency. 

The Department’s philatelic program is better publicized now than 
ever before, due primarily to approximately 800 weekly stamp columns 
appearing in newspapers which previously had no such news service. 
These columns of philatelic news are based almost entirely on weekly 
releases supplied to postmasters by this office and released by them. 

First-day sale ceremonies for new stamps are attracting increasing 
nationwide press, radio, and TV interest. with leading governmental, 
State, and other dignitaries participating. 

I think it proper here to mention, very briefly, certain other phila- 
telic activities of the Post Office Department during the past year. 
We have participated in several international stamp exhibitions: 
notably in Germany, the Philippines, and Italy. The last of these 








91 


displays—closely planned with USIA-USIS—was acclaimed for its 
excellence in presentation and for its furthering of good international 
relationships. 

The Department has also cooperated with stamp clubs throughout 
the Nation, in authorizing branch postal stations at exhibitions, send- 
ing its new “birth of a stamp” panels to exhibits and clubs, map Fe 
philatelic films to groups, and, and when possible, providing qualifie 
speakers to philatelic and civic organizations. 

The Citizens’ Stamp Advisory Committee, appointed by the Post- 
master General in March 1957, a been most helpful to the Depart- 
ment in the planning of its philatelic activities. Its membership of 
seven includes three outstanding philatelists who represent the lead- 
ing philatelic groups in the country; three noted artists who are 
leaders or prominent members of three major commercial artist groups 
in the country representing about 90 percent of the commercial artists 
in the United States; and the Deputy Director of the U.S. Informa- 
tion Agency who brings to the Committee the overall point of view of 
the Federal Government. 

I have the privilege of serving as the Department’s liaison with the 
Committee, which usually meets for full-day sessions at 30-day 
intervals. 

The numerous requests for commemorative stamps, running into the 
hundreds each year, which the Department receives are referred to the 
Committee, which carefully evaluates each request and then makes 
recommendations to the Postmaster General, who, by law, has the 
final authority to decide which stamps shall be issued. 

The Committee also makes recommendations regarding the designs 
of new stamps, which are under the supervision of the artist members 
of the Committee. 

We have been extremely fortunate, during the past several years, 
in securing the services of outstanding American artists to design our 
stamps. As an example, we are issuing a commemorative stamp on 
February 8 honoring the 50th aniversary of the Boy Scouts of America 
which was designed by the popular and well-known American artist, 
Norman Rockwell. Equally famous artists such as Harold Von 
Schmidt, Steven Dohanos, and George Giusti, to name only a few, 
have designed postage stamps for the Department recently for fees 
far lower than they receive for similar commercial assignments. 

Since the Bureau of Engraving and Printing has acquired a second 
Giori press capable of printing stamps in three colors, we are increas- 
ing the number of our multicolor stamp issues. Seven multicolor 
stamps were issued in 1959, compared to four in 1958. In 1960 we hope 
to issue a dozen new stamps in multicolor printing. 

Our basic goal is to have our postage stamps graphically express 
our national policy, our heritage of freedom, our accomplishments, 
and our American ideals. 

In 1960 we will issue the first stamps in a series of “American 
Credo” stamps which tell our Nation’s history in the words of its 
great men. These stamps, which have been more widely acclaimed 
than any issued by the Department in recent years, will emphasize 
principles which are treasured for their ideals of our national past 
and for their meaning for new generations yet to come. 

The “Champions of Liberty” series, which has grown increasingly 
popular, will be continued in 1960 with the issuance on March 7 of 
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the Masaryk stamps. Later in the year another stamp in this series 
will be issued. 

These “Champions of Liberty” stamps, dedicated to foreign fighters 
for freedom have honored Ramon Magsaysay, Simon Bolivar, Lajos 
Kossuth, Jose de San Martin, and Ernst Reuter. 

We know from our own State Department, from our correspondence, 
and from personal contacts with representatives from ethnic groups 
interested in these stamp issues, that they are most effective in ex- 
pressing the dedication of the United States to the principles of free- 
dom and that they are extremely useful in furthering international 
good will and understanding. 

In the United States of America we print and use approximately 
30 billion stamps during the course of 1 year. These stamps, properly 
designed, provide a unique opportunity to further not only a better 
understanding of America among our own people, but throughout 
the world in general. That is what we are attempting to do in our 
philatelic endeavors. 

Mr. Gary. Thank you, Mr. Walter. 

This committee has followed the work of your office for a long time, 
and we know that you are doing a good job. We are pleased that 
yours is one organization which really makes money and is operating 
in the black rather than in the red. 

Would you please supply for the record a list of the stamps that you 
issued last year? 

Mr. Water. Yes, sir. I have that here, and I will supply it. 

(The list referred to follows :) 


COMMEMORATIVE AND SPECIAL STAMPS ISSUED IN 1959 


January 3: 7-cent Alaska Statehood Air Mail 

February 12: 1-cent Lincoln Sesquicentennial 

February 14: 4-cent Oregon Statehood 

February 25: 4-cent and 8-cent San Jose de Martin “Champion of Liberty” 
February 27: 3-cent Lincoln Sesquicentennial 

March 16 414-cent Hermitage Regular 

April 1: 4cent NATO 

April 6: 4-cent Arctic Explorations 

April 20: 8-cent World Peace Through World Trade 

May 1: 4%4-cent Hermitage Regular Coil 

May 30: 4-cent Lincoln Sesquicentennial 

June 6: 12-cent Benjamin Harrison Regular 

June 8: 4-cent Silver Centennial 

June 17: 214-cent Bunker Hill Regular 

June 26: 4-cent St. Lawrence Seaway Opening 

July 4: 4-cent 49-star American Flag 

August 17: 7-cent Balloon Jupiter Air Mail 

August 21: 7-cent Hawaii Statehood Air Mail 

August 26: 4-cent Soil Conservation 

August 27: 10-cent Pan American Games Air Mail 

August 27: 4cent Petroleum Industry 

September 9: 214-cent Bunker Hill Coil Regular 

September 14: 4-cent Dental Health 

September 29: 4-cent and 8-cent Ernst Reuter “Champion of Liberty” 
November 20: 15-cent International Air Mail Regular 
December 3: 4-cent Ephraim McDowell “Famous American” 


Mr. Gary. How far in advance are the issues of these stamps deter- 
mined ? 

Mr. Watrer. Ideally, Mr. Chairman, we would like to work a mini- 
mum of 12 months in advance of the issuance date. We can, under 





va 
ra 


yé 


p 
n¢ 





93 


emergency conditions, starting from scratch, design a stamp—and get 
it distributed around the country in about 60 to 75 days’ time if we 
have to. We would have complications in the Bureau of Engraving 
and Printing, though, because, they have printing production sched- 
wles which they must meet. We have found that by planning ahead, 
as we are able to do now, we are gradually cutting production costs, 
resulting in less overtime and also resulting in their presses being uti- 
lized to full capacity on schedule. 

Mr. Gary. Do you determine the various issues all at one time, or 
do you determine them periodically ? 

Mr. Watrer. The committee meets usually at about 30-day inter- 
vals and we take up the then pending requests and act upon them as 
rapidly as we can. 

Mr. Gary. Every 30 days? 

Mr. Watrer. Yes, sir; every 30 days. 

Mr. Gary. How many have you approved so far for the calendar 
year 1960? 

Mr. Watrer. For the calendar year 1960 we have practically com- 
pleted our program. We have so far approved tentatively—they have 
not all been announced officially—I think 14 commemorative stamps 
for the calendar year 1960. 

Mr. Gary. Can you put a list of those in the record ? 

Mr. Watrter. I would be very happy to; yes, sir. 

(The information referred to follows :) 


NINETEEN HUNDRED AND SIxty STAMP PROGRAM AS ANNOUNCED TO DATE 


January 20: 4-cent American Credo—Washington 
*10-cent Air Mail Inter-American Congress 

February 8: 4-cent Boy Scouts of America 

February 18: 4-cent Olympic Winter Games 

March 7: 4-cent and 8-cent Masaryk “Champion of Liberty” 
March 23: 4-cent American Credo—Franklin 

April 7: 4-cent World Refugee Year 

April 18: 4-cent Water Conservation 

April 22 : 25-cent International Air Mail 

*4-cent American Credo—Jefferson 

June 10: 10-cent International Air Mail 

June 17: 114-cent stamp, coil, envelope (regular issue) 
July 4: 4-cent 50-Star American Flag 

July 19: 4-cent Pony Express Centennial 

July *: 4-cent Boys’ Club of America 

August 28: 4-cent Employ the Handicapped 

August 29: 4-cent Fifth World Forestry Congress 
November 1: 4-cent Camp Fire Girls 

*4-cent American Credo—Lincoln 


Mr. CanrteLp. Mr. Walter, like Chairman Gary, I want to com- 
pliment you on your presentation today. 

I have never been a stamp collector, but I believe it is a great hobby, 
and I admire the people who have that hobby. 

I believe you said in your presentation a few moments ago that in 
1959 the Department issued 20 commemorative stamps which cost 
around $850,000 ? 





*Date of issuance not yet determined. 
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Mr. Watter. Yes, sir. 

Mr. Canrievp. And they brought in a profit of how much? 

Mr. Watter. I said, sir, we fave sold $1.5 million worth of those 
stamps at first-day sales when the stamps were put on sale to stamp 
collectors and dealers, and that additionally during the year our 
Philatelic Sales Agency operating here in the Post Office Department 
headquarters sold about $3 million worth of stamps for philatelic 
purposes. Furthermore, in the post offices around the country, which 
also place these stamps on sale, we estimated that we sold somewhere 
in the neighborhood of $25 million to $27 million worth of stamps 
for philatelie purposes. 

Mr. Canrietp. All in all, there was a profit? 

Mr. Water. All in all, we would estimate, sir, that we sold about 
$30 million worth of stamps for philatelic purposes. 

Mr. Canrtevp. Most of which you meee describe as a profit ? 

Mr. Watter. Yes, sir, as a profit. 

Mr. Gary. What do you include in your expenses when you deter- 
mine the cost of stamps? 

Mr. Watter. In our production costs we include the cost of design- 
ing the stamps by the artist. We pay Mr. Dohanos, for example, $500 
despite the fact that he gets many times that amount for- designing 
a cover for the Saturday Evening Post. 

We also include in the cost the actual printing of the stamps at the 
Bureau of Engraving and Printing which includes the making of the 
plates, the makeready, and all of the printing cost. We also include 
an estimated cost of distributing those stamps around the country to 
36,000 post offices. We also include the expenses incurred by my office 
in arranging for first-day sales ceremonies and in sending people out 
to the various cities to arrange for them. Also included is the cost 
of the part-time personnel who are hired, averaging about 50 people 
per first-day sale, who work for a period of perhaps 2 weeks in han- 
dling the affixing of the stamps to the first-day covers that are pur- 
chased by philatelists. 

I believe we include in that figure every legitimate cost involved. 

Mr. Gary. Except the overhead ? 

Mr. Watter. Yes, sir; except the overhead. 

Mr. Gary. You do not include any overhead such as your salary and 
administrative expenses ? 

Mr. Watrter. No, sir; that is right. 

Mr. Canrtevp. Mr. Walter, what stamp of a commemorative nature 
had the biggest sale ? 

Mr. Wa ter. The stamp that was most popular last year, sir, was 
the 4-cent Lincoln stamp. It is a purple stamp with a picture 
of the head of Lincoln, taken from the Lincoln Memorial. We sold 
over 1 million of them on the first-day sale in Washington. 

That was the most popular of our commemorative stamps during 
the year, closely followed by the Ernst Reuter “Champion of Liberty” 
stamp. We sold about 950,000 of them in Washington and also about 
250,000 in Berlin where there was a simultaneous ceremony. 

Mr. Canriecp. How many stamp collectors would you say we have 
in the United States ? 

Mr. Watter. I said it was estimated as somewhere in the neighbor- 
hood of 15 million. 








Ot 





95 


Mr. Canrrexp: Do you have any idea how many there are in foreign 
countries ? : p : 
Mr. Wa ter. In foreign countries, sir, the number of people per- 
centagewise who collect stamps is probably higher than in the United 
States. In Japan it is estimated that at least 50 percent of the popula- 
tion there are interested in stamp collecting. ' 

Off the record. 

(Discussion off the record.) 

Mr. CanFietp. Would you know, Mr. Walter, who has the biggest 
stamp.collection in the United States? Certainly, it must be known 
to you. 

Mr. Watter. I do not really know at this moment. I can find out 
for you. 

Mr, CanrFteLp. Do you know some of the people? That certainly 
must be a public matter. 

Mr. Watrer. Yes, sir; I would be very happy to get that list for 
you, but I do not know accurately enough to make it a matter of 
record at the moment, sir. 

(The list referred to follows :) 


Largest stamp collection in the United States: Mrs. Louise Dale, New Jersey 
Other prominent collectors: ’ 
Henry Morgenthau, Jr. 
Mr. Justice Harold Burton 
Judge Donald F. Lybarger, Cleveland, Ohio 
Judge Albert Maris, Philadelphia, Pa. 
Lauritz Melchior 
Yul Brynner 
Francis Cardinal Spellman 
Gen. Mark Clark 
Vincent Lopez 
Amos Carter, Jr. 
Lt. Gen. Cornelius Wickersham 
Roger Babcock 
Col. John Rider 
Jules Glaenzer 


Mr. CanrteLp. Recently, Mr. Walter, Life magazine had quite a 
display and numerous pages of flower stamps being issued by various 
foreign countries.. Has our country ever issued any flower stamps? 

Mr. Watter. No, sir; we have not, tomy knowledge. 

Mr. Canrietp. The reason why I mention that.today is that I have 
a gentleman in my area, as you probably recall, who writes me once 
every year, urging that I institute a crusade to see that the Post 
Yt epartment issue 48 different stamps in honor of the 48 State 

owers. 

Those stamps that I saw in Life magazine were very attractive. 

Mr. Watter. They are very beautiful. 

Mr. Canrtexp. -Mr. Walter, even as our Treasury Department em- 
phasizes the importance of the quality of this distinctive paper for 
its paper currency, I take it that the Post Office Department insists 
upon high-quality paper for its stamps. ; 

Where do you get that-paper ? 

Mr. Watrer. That is an especially prepared paper purchased by 
the Bureau of Engraving and Printing. I would like to add that in, 
my opinion and in the opinion of the Stamp Advisory Committee 
the engraving work and techniques and skills exemplified by the 
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craftsmen in the Bureau of Engraving and Printing are of the very 
highest quality and their workmanship is superior to that of any 
I know of anywhere. 

Mr. Canrretp. I am sure, too, Mr. Walter, that you know from 
the record that many years ago I initiated the crusade—to use that 
word—to get the Bureau of Engraving and Printing, with the ap- 
proval of the Post Office Department, to issue multicolor stamps. 

Mr. Watrer. I understand that you did. 

Mr. Canrtevp. In the days when I had that in mind jit was in- 
sisted by people here that modern processes were not quite adapted 
to issue the correct type or quality of multicolored stamps. 

Mr. Watter. Yes, sir. 

Mr. CanrteLp. However, you are doing it now, and I understand 
that you this year have issued seven ? 

Mr. Watrer. Yes, sir; and we hope to issue 12 in this coming year. 

Mr. CanrieLp. Which was the most popular of the seven this year? 

Mr. Watrer. The most popular of the seven this year was the soil 
conservation stamp which was done in three colors. 

Mr. Canrievp. Insofar as the quality of or stamp paper and the 
colors used are concerned, we do not have to yield to any foreign 
country ; do we? 

Mr. Watrer. Mr. Chairman, it is my perfectly frank opinion that 
foreign countries do produce more beautiful stamps than we do. 
They produce them by a different process than we do. We produce 
by the intaglio or hand-engraving process. The multicolor stamps 
produced by the intaglio process, using the Giori press, which is the 
equipment the Bureau has, imposes certain limitations on the use of 
colors which do not prevail when you use modern photogravure 
equipment which enables you to use up as many as five or six colors. 
Most of the stamps produced abroad are done by the photogravure 
process, which, in my judgment, produces more beantifid dolor effects. 

Mr. Canriexp. Is it more costly than our process? 

Mr. Watrter. Not necessarily ; no, sir. 

Mr. CanrieLp. Why do we have to—. 

Mr. Water. We produce our stamps under the present setup for 
two reasons: One, the Bureau of Engraving and Printing has no 
other equipment which permits it to produce multicolor stamps ex- 
cept the Giori press; and, secondly, we produce stamps in much larger 
quantities than are produced abroad. For example, during the course 
of the year we produce about 9 billion of our regular 4-cent stamps. 
The Bureau is running continuously in the processing of that stamp, 
and some people feel that the photogravure process might break down 
or you might not get the uniformity of production that you get under 
this already-established process. 

Furthermore, and I do not know the validity of this opinion, there 
is a feeling that stamps produced in the Bureau of Engraving and 
Printing under the present procedures are less subject to counterfeit- 
ing than they might be under the photogravure process, although as 
far as I know there have been only several instances of attempts to 
counterfeit stamps in this country in the last 25 years, and these few 
counterfeiters were apprehended almost immediately. 

Mr. Canrtetp. Are there more buyers in foreign countries, collec- 
tively, of these stamps, than there are in the United States? 
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Mr. Watrer. At least, percentagewise, there is a larger number; 
yes, Sir. 

. Mr. CanFIELD. Percentagewise ? 

Mr. Watter. Yes, sir. : 

Mr. Canrietp. In closing, Mr. Walter, I also want to compliment 
you and the Post Office Department, as well as your Advisory Com- 
mittee, on the Champion of Liberty stamps and the American Credo 
stamps which most certainly must go far in promoting good will 
among the countries whose heroic men are exalted. It is a good job, 
and it is well done. 

Mr. Watrer. Thank you, sir. 

Mr. Passman. Do you have a copy of your prepared statement? 

Mr. Watter. No, sir; I do not, but I shall send one up to you. 

Mr. Passman. I would like to keep a copy of it, because I find such 
statements very informative during the course of the hearings. 

Do you have a list of all the commemorative stamps that we have 
printed since the inception of the program ? 

Mr. Watter. Yes, sir; that is prepared. 

Mr. Passman. What would be the total number ? 

Mr. Watter. Since we started to print commemorative stamps in the 
United States, which we did in 1893 at the time of the first Chicago 
Columbian Exhibition, we have printed about 390 commemorative 
stamps. 

Ms. PassMAN. Do you have a list of those stamps ? 

Mr. Water. Yes, sir; I do, and I shall be very happy to supply that 
to you. 

(The list was supplied to the committee. ) 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Watrer. We do print in each of the annual reports of the 
Postmaster General pictures of stamps issued during each fiscal year. 

Mr. Passman. Very well. 

Earlier you mentioned a commemorative stamp to be released or 
issued about February 8. Is that the Boy Scout stamp ? 

Mr. Water. Yes, sir. 

Mr. PassMan. Would you describe that very briefly ? 

Mr. Watter. I have a picture of that here, Mr. Passman, that I will 
be glad to show you. 

Mr. Passman. That is very nice. 

Mr. Watter. That was designed by Normal Rockwell. That is to be 
printed in multicolor. 

The Boy Scout’s uniform is to be in the khaki brown and the letter- 
ing at the top in red, and the lettering at the bottom in blue. 

Mr. Passman. You stated earlier that your stamp program operates 
at a substantial profit ? 

Mr. Waurer. Yes, sir; I would think so. TI would think we might 
Say we made a substantial return to the Post Office Department. 

Mr. Passman. What is the average price of a commemorative 
stamp ? 

Mr. Water. The average price to the Department ? 

Mr. Passman. No; to the public. 

Mr. Watter. It is generally 4 cents, sir. They are issued in the pre- 
vailing and most widely used denominations. 
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A few are airmail stamps, but most of them are 4-cent stamps, as is 
this Boy Scout stamp. ; 

Mr. Passman. Some of them are larger than others? 

Mr. Watrer. They are a little bit larger. .They are about 50 per- 
cent larger in diameter than the regular stamp. 

— PassmMAN. Does that have anything to do with the price of 
em 

Mr. Watrer. No, sir; the reason we make them a little larger is to 
give us an opportunity to get a little better design and tell a little 
bit better story. 

It might be interesting to know about this stamp, and what is going 
to happen when it goes on first-day sale. On February 8 of this year 
the Boy Scouts are holding their annual convention breakfast here. 
They are going to have 50 key Scouts, 1 from each State, who have 
been chosen by a selection system, brought here to Washington as 
the honored guests at this breakfast. The 50 Scouts are going to 
leave the breakfast with an album of these stamps, countersigned by 
the Postmaster General, and take them over to the White House and 
present them to the President. Then as they leave here, each Scout— 
for instance, the Scout from Louisiana—will take back an album 
countersigned by the Postmaster General, with the name of his Gov- 
ernor in gold embossed on the cover. The Louisiana Scout will travel 
to Baton Rouge and present an album to the Governor at Baton Rouge. 
The same thing would be done in the case of the Boy Scout from Vir- 
ginia, and all other States. 

Mr. Passman. I wish they could also include the Governor-elect of 
Louisiana. 

Mr. Watrer. That gives you some idea of how these things snow- 
ball, and what they can mean. 

a, ee Mr. Walter, this design will undoubtedly be a “best 
seller. 

Mr. Watrter. We already have indications that there will be well 
over 1 million of these stamps sold the opening day. You see, what 
happens is that when this news is announced in the philatelic magazines 
and carried in the newspapers—for example, last Sunday’s New York 
Times had a long story about it—collectors all over the country and 
throughout the world will send remittances to the Postmaster in Wash- 
ington, D.C., for first-day covers. On the day that stamp is issued, the 
Boy Scout stamp will be affixed here by the Post Office Department. 
A special cancellation that says “First day of issue” is used and: their 
envelopes are returned to them. 

There will probably be 1 million of those sold. 

Mr. Canriexp. I think I have a new hobby. 

Mr. Passman. Mr. Walter, we have had quite a discussion about 
this commemorative stamp, and about the good public relations that 
it brings about not only in this country but other countries. Do you 
know how extensive the circulation of our commemorative stamps 
is in foreign nations? 

Mr. Watter. I would say that there is not a country in the world 
where collectors do not request our stamps, and are not regularly 
getting our stamps. 

I hope I am not taking too much time, but just to give you an 
example of the interest, Mr. Passman, we put out a little poster, 
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about the size of:an ordinary letter sheet, which announces these 
stamps and is put on the bulletin boards of all post offices. 

The GPO prints them for us, and when they print anything they 
have to list it officially and give it a price.’ They priced these at 
10 cents a piece. To our amazement, they already have about 20,000 
people subscribing to these announcements for every commemorative 
stamp, with many of them going out of the country. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Pit1z108N. Mr. Walter, first of all, I would like to say that my 
ignorance of this subject is monumental. Therefore, the questions 
which I ask will be based upon that background. 

First, my colleague, Mr, Conte, requested me to ask you if you are 
considering a stamp honoring the nurses of this country. I guess he 
had in mind Florence Nightingale as being the subject. I think Mrs. 
Conte is very much interested in that. 

Mr. Waurer. Yes, sir. That is under consideration, sir, at the 
present time. 

Mr. Pruz10on. Under serious consideration? Shall we give him that 
much encouragement ? 

Mr. Watter. Yes, it really is. ; . 

Mr. Prurr0on. Mr. Walter, you talked about a number of artists 
working with you on the art of these commemorative stamps. 

Mr. Watrter. Yes. - 

Mr. Prtxi0Nn. Are you in close touch with these artists ? 

Mr. Watrter. Yes, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Watter. The names of the members of the Citizens’ Stamp 
Advisory Committee are: Harry Lindquist, Erwine Metzl, William 
H. Buckley, Arnold J. Copeland, Sol Glass, Bernard Davis, and Ab- 
bott Washburn. 

I can give you their affiliations. 

— Washburn is Deputy Director of the U.S. Information 
gency. 

Bernard Davis is director of the National Philatelic Museum at 
Philadelphia. 

Harry Lindquist is the editor of the magazine Stamps. 

Sol Glass is a retired merchant from Baltimore and the president 
of what is called the Bureau Issues Association, which is a large 
philatelic group. 

Mr. Copeland is an artist consultant in New York City and a 
former president of the Westport artist group. 

Mr. Metz] is an artist of New York and a former president of the 
Society of Illustrators. 

Mr. William H. Buckley is art director for J. Walter Thompson, 
an advertising agency in New York, and a former president of the 
Art Directors’ Club of New York. 

Nothing further, Mr. Chairman. 

Mr. Gary. Mr. Steed. 

Mr. Steep. Mr. Walter, all I want to do is say I think you have a 
most interesting and successful program, and I congratulate you. 

Mr. Watter. Thank you. 

Mr. Gary. Mr. Alexander. 
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PROFIT FROM COMMEMORATIVE STAMPS 


Mr. ALEexanpver. Mr. Walter, the profit that is made from these com- 
memorative stamps, does that go into the Post Office Department 
budget or does that go into the Treasury ¢ 

Mr. Watter. Like all receipts from stamps, it goes directly into 
the Treasury. 

Mr. Gutetre. May I supplement that answer, Mr. Walter ? 

Mr. Watter. Certainly. 

‘Mr. Guerre. The receipts go into the postal fund of the Treasury, 
of course, and are available to meet our expenditures to the extent that 
Congress gives us obligational authority to incur those expenditures 
and Congress also, of course, appropriates the balance that we need 
to cover our expenditures over and above the revenues in this postal 
fund when there is a deficit, which of course there is. 

Mr. Avexanper. Is there any difference between the cost of those 
stamps and of the stamps ordinarily sold at the window ¢ 

Mr. Gittette. None whatsoever, Mr. Alexander. 

Mr. ALexanper. That is all, Mr. Chairman. 

Mr. Gary. Therefore, if you did away with those commemorative 
stamps you would increase the deficit of the Post Office Department 
to the extent of the profit that is derived from those stamps? 

Mr. Giterte. That is exactly true. 

Mr. Gary. Thank you, Mr. Walter, for a very interesting and help- 
ful statement. 

Mr. Watter. Thank you, sir. 
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ADMINISTRATION, REGIONAL OPERATION, AND 
RESEARCH 


WITNESSES 


HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 


FINANCE 


FRANK E. BARR, ASSISTANT POSTMASTER GENERAL, BUREAU OF 


PERSONNEL (ACTING) 


LINDSLEY H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL 
AND CONTROLLER, BUREAU OF FINANCE 
HERBERT B. WARBURTON, GENERAL COUNSEL 
PAUL MEININGER, ASSOCIATE GENERAL COUNSEL 
WILLIAM A. SPONSLER, EXECUTIVE ASSISTANT TO THE DEPUTY 


POSTMASTER GENERAL 


BERNARD J. BEARY, DEPUTY ASSISTANT POSTMASTER GENERAL 


FOR PERSONNEL 


Program and financing 












































1959 actual | 1960 estimate | 1961 estimate 
Program by activities: _ 
1. Exegutive direction and administration ___.........---- $15, 562,435 | $16, 796,000 $16, 972, 000 
2. Field SED ounhadsnannwiemacwwndkdaddnns 13, 078, 538 13, 916, 000 14, 580, 000 
Si; TERI CRP ae 35 cc nnnecdwncnnsnnoncannesenasessn 34, 607, 112 35, 863, 000 36, 648, 000 
4. Contract researeh, development, and engineering -----.- 4, 868, 779 5, 500, 000 5, 500, 000 
IIE chao ons ecndp das nendeeecahebawaw anathden 68, 116, 864 72, 075, 000 73, 700, 000 
Financing: 
Comparative transfers from (—) other accounts. __.......- ll, SEE Semen e 
Unobligated balance no longer available. -............---- SS HP 
Appropriation (adjusted) . .........--.------------------ 68, 223, 100 72, 075, 000 73, 700, 000 
Appropriation (adjusted): 
Soins etka ace deneennpesscahinnnoeenwes 66, 823, 100 71, 750, 000 73, 700, 000 
Transferred from— 
WEISTONOE (1S UNE BOD - on on casvenccecenccescesvenn es ee ees: ee 
ONT ATM UII) TDG Soiinidntcwnnacwenacunseaennedinewhutiaenn aaa , Yl) ae 
Object classification 
1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent ema bbddsihe cmtiaadalatebiane del 7, 825 7, 989 7, 981 
Full-time equivalent of all other positions_...~.-...-------..-- 28 23 23 
Average number of all employees (including overtime equiv- 

OOS. is thik on 28 id onlakh sdacnddétbinndidad- othdectbe 7, 906 8, 123 8, 122 
Number of employees at end. of year--_-......-..-------------- 7, 805 7, 989 7, 981 
RVOrba GS Ole BE ne 5 oie oh oan ap mope-eeksenhave 8.7 $7,141 | 8.8 $7,350/ 8.8 $7,423 
Average postal field service level and salary....-..----.------- 4.5 $5,015 | 4.5 $5,027) 4.5 $5,020 
01 Personal services: 

Permanent MbNE tiki ieslissidasedlisit. $52, 374,718 | $54,807,841 $55, 984, 321 
Positions other than permanent_-_.......-.-.-~-------- 120, 577 94, 000 94, 000 

CPMNOT SPORD UNIS DIN WIOUN 5 nso oreo cb aceancanemesoage 888, 390 1, 114, 939 934, 785 

ORE PID MU iiinc on ncncncsccneiessacctnwsans 53, 383, 685 56, 016, 780 57, 013, 106 
EE OC ee a ee ss Ree 3, 532, 953 3, 740, 877 3, 862, 105 
Cp rn 0 et cacceneppapeesecapecens 98, 976 102, 790 101, 128 
04 Communication services---..........---:----------------- 154, 528 127, 300 131, 500 
0 Rents and utility services................-..-.--.--.4de5dh 72, 089 65, 000 210, 000 
06 Printing and reproduction. 81,074 69, 415 70, 043 
07 Other contractual services , 592, 566 1, 749, 531 1, 937, 020 
08 Supplies and materials.. 225, 034 177, 522 188, 058 
09 Equipment_._._..-.----- 2 2, 996, 761 4, 788, 000 4,775, 000 
11 Grants, subsidies, and contributions. -_-.-.........-------- 3, 373, 164 3, 530, 287 3, 604, 205 
13 Refunds, awards, and indemnities__-......-..-...-------- 1, 594, 462 1, 698, 959 1, 799, 191 
18 ‘Danes antl adsesemoenten, J... oJ. ike ste c heel. 11, 572 8, 539 8, 644 
IIE i dois cnncncacdashesdcadtsshuenssGeee 68, 116, 864 72, 075, 000 73, 700, 000 
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Mr; Gary. We will now consider the request for “Administration, 
regional operation, and research:” ‘The appropriation in 1960 was 
$71,750,000 and the estimate for 1961 is $73,700,000, an increase of 
$1,950,000. 


INCREASES FOR 1961 
_ We will insert at this point in the record page 10.2 of the 
justifications. 
(The information referred to follows :) 


Analysis of estimated increase in obligations, 1960-61 















































Increase or de- Increase or de- 
crease (—) crease (—) 
Activity aud account 1959 1960 1961 
Amount | Per- Amount | Per- 
eent . he cent 
Average number of positions: 
eadquarters............ 1,349.9 1, 420.8 70.9 | 5.25 1, 420.0 —0.8 |—0. 06 
a 6, 556. 1 6, 701.9 145.8 | 2.22 6, 701.6 —-.3 | —.01 
Average compensation: 
Headquarters. _........-. $7, 253 $7, 340 $87 | 1.20 $7, 419 $79 | 1.08 
Field xu 6, 649 6, 802 153 | 2.30 6, 935 133 1.96 
Executive direction and ad- 
ministration: 
Executive direction and 

administration, head- 

0 lle A earn 13, 285, 392 | 14,336,000 | 1,050,608 | 7.91 | 14,429,000 - 93,000 65 
Internal audit—field_____- , 926 1,041, 000 181, 074 |21. 06 1, 081, 000 40,000 | 3.84 
Money order center.._.-- 1,417,117 | 1,419,000 1,883 | .13]| 1,462,000 43,000 | 3.03 

ee Be 15, 562, 435 | 16,796,000 1, 233, 565 | 7:93 | 16,972,000 176, 000 1.05 

Inspection service (field) -_.... 13, 078, 538 | 13, 916,000 837, 462 | 6 40 | 14,580, 000. 664,000 | 4.77 

‘Regional operation. -_--._.-_- 34; 576, 632 | 35, 863, 000 1, 286, 368 | 3.72 | 36, 648,000 785,000 | 2.19 
Contract research, develop- 

ment and engineering----__- 4,868,779 | 5, 500,000 631, 221 {12.96 | 5,500,000 |..-...---.--]---.-. 

‘Awards and training. --_-.-.-- fh ae MONG Bouncncloonccseureniipantanaaiaeelexence 
Total administration, 
regional ~ can 

and research __....... 68, 116, 864 | 72,075,000 | 3,958,136 | 5.81 | 73,700,000 | 1,625,000 | 2.25 








BIOGRAPHICAL SKETCH OF FRANK E. BARR 


Mr. Gary. Mr. Barr, who has just assumed duties as Director of 
Personnel in the place of Mr. Lyons, who is now the personnel ad- 
viser to the President, is appearing before this committee for the 
first time. It is customary with this committee, Mr. Barr, for the 
benefit of the Members of Congress, when an addition is made to the 
staff of any department, to include in the hearings a brief biographi- 
cal sketch of that person, and since you are appearing for the first 
time we would like to have a biographical faa of you in the record. 
It will be inserted at this point in the record. 

(The biographical sketch referred to follows :) 

Mr. Barr, 68, is a native of Oklahoma. His family moved to Wichita, Kans., 
in 1903 and he resided there until the fall of 1959. He graduated from high school 
and from business college in Wichita. 

Mr. Barr joined the Kansas Gas & Electric Co. in 1912. Except for 5 years in 
the grain business and for Army service in both World Wars he remained with 
that company until August 1956, when he came with the Post Office Department 
as the first regional operations director of its Wichita region. 

With Kansas Gas & Electric he advanced from meter reader in 1912 to division 
superintendent in 1916, distribution superintendent in 1924, Wichita division man- 








— —) bee me Uo 


a>. di see aie 


—_ oe ot 


oe eit 








108 


ager in 1928, and director and vice president in 1940. From 1945 to 1956 he had 
responsibility, as vice president, for employee relations, customer relations, and 
contacts with the principal public officials with which that public utility company 
dealt. He also assisted the chairman of the board and the president in the gen- 
eral administration of the company. 

After 3 years of service as director of the Wichita postal region, with respon- 
sibility for postal operations in the States of Kansas, Nebraska, and Oklahoma, 
Mr. Barr was appointed First Deputy Assistant Postmaster General in the De- 
partment’s Bureau of Operations in early November 1959. The following month 
he was appointed Acting Assistant Postmaster General, Bureau of Personnel. 

He served overseas as an Infantry captain in World War I, and was awarded 
the Legion of Merit for Army Service in World War II. He retired as a colonel, 
USAR, in 1951. 

Mr. Barr has been active for 35 years in numerous State and local civic, edu- 
cational, business, and veterans’ organizations in Kansas. His activities include 
service as member of the Wichita City Planning Commission and the Wichita 
Board of Education, chairman and treasurer of the board of regents, Wichita 
Municipal University, member and officer of several Masonic bodies, chairman 
of the Kansas State Banking Board, director in the Southwest Federal Savings 
& Loan Association, senior vice president of the Kansas State Chamber of Com- 
merce, Kansas Department commander of the American Legion, State coms 
mander of the Military Order of World Wars, and State secretary of the Re- 
serve Officers’ Association. . ie 

Mr. Gary. We welcome you before the committee and will be 


pleased to hear from you at this time. 


GENERAL STATEMENT 


Mr. Barr. Thank you, sir. 

Being new and not having been in the Bureau at the time the budget 
was prepared, I have asked Mr. Beary, Deputy Assistant Postmaster 
General in Personnel, and Mr. Fred Cashman, Director of the Policy 
Review and Analysis Division, to be here with me to answer any 
technical questions that might come up in connection with the budget 
that I am not familiar with. 

Mr. Chairman, I have a prepared statement here which I will be 
glad to read. - ath 

Mr. Gary. Yes, you may proceed. 

Mr. Barr. Mr. 7, ar nua dh and members of the committee, the effec- 
tiveness of the modern personnel management program developed in 
the Post Offiee Department during the past 7 years is being clearly 
demonstrated during the current fiscal year. Increased mail volume 
and expansion of city delivery, accelerated mechanization of large 
post offices, and organizational adjustments necessitated by changes in 
mail-handling methods are providing a thorough test in every phase 
of personnel management. - 

Primary efforts are being directed toward (1) adapting recruitment 
and selection techniques to changing skills requirements; (2) develop- 
ing specialized training in new mail handling methods; (3) sharpen- 
ing communication between management and the employees; (4) pros 
viding technical guidance to Bureau heads and operating officials in 
planning and installing organizational changes. 


RECRUITMENT AND PLACEMENT 


The continuing expansion of the postal service and the introduc- 
tion of mechanical devices demand recruitment of the best-qualified 
applicants available. In addition, new skills are required to operate 
and maintain mail-handling machines. 
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Last-year we reported the establishment of 55 civil-service boards 
of examiners strategically located to expedite recruitment of well- 
qualified candidates for hundreds of then existing postal vacancies. 
The success of this effort led to approval by the Civil Service Com- 
mission of an increase in the number of boards to 91, providing re- 
cruitment coverage for most of the Nation. This action has not only 
accelerated recruitment and selection, but has also considerably re- 
duced the examining workload of the Civil Service Commission. Now 
career vacancies are being filled, with few exceptions, as soon as they 
occur from registers of qualified candidates interested in making the 
postal service a career. For example, during the first quarter of the 
current fiscal year, 9,809 career appointments were made and, in ad- 
dition, the boards provided 6,160 appointees for temporary positions. 

The Post Office Department’s inservice examination program has 
been expanded to include tests for selection of operators for automatic 
distribution machines and technicians who will maintain the new 
electrical, electronic, and mechanical equipment. To date approxi- 
mately 1,100 people have participated in the distribution clerk ma- 
chine examination and it is estimated that from 8,000 to 10,000 per- 
sons will participate in 1960. Experience thus far at the pilot in- 
stallation in Detroit indicates that of 40 candidates passing the first 
examination only 2 have failed to successfully operate the machines 
after training. Arrangements have been made with the Civil Service 
Commission to incorporate this test in the entrance examination for 
positions requiring machine operation aptitude. 

Also in keeping with the move toward mechanizing the mail proc- 
essing, several research studies are in progress for the identification 
and measurement of knowledges, skills, and aptitudes required. Fur- 
ther research is being done in the area of human factors in mail 
sorting. 

TRAINING 


The installation of new mail handling equipment in large post 
offices increases the demand for training assistance at both the head- 
quarters and in the field. Reorientation of management as well as 
the workers is necessary to insure proper adjustment to new methods. 

Evaluation of training given during the past year indicates that 
uniform, detailed training is a prerequisite to maximum utilization 
of mechanized equipment. To meet this problem, close working rela- 
tionship has been developed among representatives of operations, 
engineering, and personnel. An interbureau task force is presently 
engaged in identifying new training requirements and in developing 
joint operating-training policies and procedures for use at mechanized 
postal installations. 

Although in the past written training materials, such as hand- 
books, training outlines, and lesson plans usually have been prepared 
at. the work location, our experience with the mechanization activity 
has dictated a new approach. We are now preparing a uniform set 
of technical training materials covering each facet of the new me- 
chanical systems and devices for use throughout the postal service. 

A year ago, our chief training requirement centered on Mailflo, 
a system for mechanical transportation of mail within a post office. 
More recently, we have been working on employee training techniques 
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for operators of electronic facing-canceling equipment, semiautomatic 
parcel-post sorters, and electro-mechanical letter sorters. The ad- 
vent of these more advanced types of equipment brings an entirely 
new requirement for training maintenance personnel which is being 
developed in coordination with manufacturers of the equipment. 

These new demands for training assistance have not been allowed 
to detract from our continuing efforts to develop supervisors, to 
facilitate the indoctrination of new employees, and to improve the 
skills of experienced workers. Typical of these continuing activities 
are: (1) a mail handling procedures workshop; (2) distribution of 
incoming mail improvement course; (3) mailster operators training; 
(4) schemes and schedules instruction; and (5) management develop- 
ment training. 

EMPLOYEE RELATIONS 


The value of providing a central office in the Bureau of Personnel 
to facilitate contacts with employee organizations and to coordinate 
the Department's efforts to keep the work force informed has been 
demonstrated time and again during the past year. National repre- 
sentatives of employee organizations have been kept informed of 
new developments and, in turn, have been able to work with manage- 
ment in minimizing the impact of changes in mail moving methods 
and of reorganizations occasioned by these changes. 

Improved procedures in the regional offices for communicating with 
regional, State, and local officers of employee organizations is also 
facilitating understanding of new developments among employees. 

Increased participation by members of the headquarters and re- 
gional office staffs at employee organization conventions has provided 
an opportunity to discuss the metro plan, mechanization and man 
other matters of interest to employees. In addition, illustrated arti- 
cles in the Postal Service News, disseminated to all onpiares, have 
created an awareness of advances in mail moving methods and the 
Department’s plans for the future. 

Reports of visits to post offices by representatives of the Depart- 
ment as well as by those outside the postal service such as the Civil 
Service Commission have disclosed that our efforts to bring about. 
better employee-management relations are succeeding. This is partic- 
ularly true in regard to more frequent and productive meetings be- 
tween postmasters and employee organizations locally. 

This emphasis on better communication has benefited employees 
by expediting resolution of their grievances, most of which are now 
resolved at the local or regional levels. Those written appeals re- 
ceived in the Department are more completely documented and, there- 
fore, are being decided in less time, thereby increasing employee 
confidence in management’s interest in their welfare. As a further 
result, a larger portion of staff efforts in the Department and in the 
regional offices now can be directed toward positive action to improve 
understanding between management and employees before grievances 
occur. 

SAFETY 


Changing work conditions in postal installations and in transpor- 
tation of the mails is reflected in changed emphasis in the safety pro- 
gram. Introduction of machines, redesign of floor plans, and use 
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of new vehicles create a need to reorient thousands of supervisors 
and employees to new safe work practices. In addition, close liasion 
with the engineers in developing new machines is an increasingly 
responsible part of the activities of safety officers in the Department 
and the os amen offices. 

Particular attention, therefore, is being placed on: 

1. Participation in the review of machine design and equipment 
procurement specifications to insure adequate adherence to safety 
requirements and standards. 

2. Review of technical manuals to assure incorporation of essen- 
tial safe work practices in operating procedures. 

3. Development of specific safety instructional manuals for the 
guidance of both supervisors and employees. 

Coordinated efforts between engineers and safety officers at instal- 
lations in planning for and installing new equipment and devices. 

Safety officers in those installations being mechanized have been 
alerted to use the guidance provided by regional offices and the De- 
partment to anticipate local safety needs and to actively participate 
during the installation and training phases to eliminate potential 
causes of accidents. For example, the use of moving belts in the new 
Mail-Flo system frequently changes the location of aisles. Employees 
accustomed to the old floor plan at first find it difficult to adjust to 
the new locations. Finding the old aisles blocked, there is a tempta- 
tion to climb or jump over the belts. The change in layout also 
requires a change in fire brigade and exit plans for evacuating per- 
sonnel in an emergency. Through safety instructions and prominently 
displayed posters, safety officers and supervisors are able to quickly 
eliminate these potential causes of accidents. 

Despite new problems inherent in any major change in working con- 
ditions, the Department has arrested the increase in industrial acci- 
dents. The previous 10-year rise was not only stopped during the 
past year but most recent reports indicate distinct improvement in the 
injury frequency rate. 

Continued effort is being exerted through the regional offices to re- 
uire closer attention to motor vehicle driving practices of postal 
rivers. Emphasis is also being placed on encouraging increased par- 

ticipation in the safe driver award program to stimulate employee 
interest in maintaining an outstanding driving record. 

These accomplishments in safety were recognized in the following 
three awards received by the Department in December 1959: (1) 
National Safety Council presented its Award of Merit to the Post- 
master General for improvements in industrial safety—the first such 
award in the Department’s history; (2) for the fifth consecutive year 
the Postmaster General was presented with the National ar 
Council’s Award for 1958 Traffic Safety Activities, establishing an all- 
time record as a winner of this award; (3) for the third consecutive 
year the Department received recognition for outstanding participa- 
tion in the national vehicle safety check program conducted in May 
1959. 

COMPENSATION 


The past year has presented a real challenge to the position classifica- 
tion system established under the provisions of Public Law 68, 84th 
Congress. Despite major changes in position composition and in- 
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ternal realinements in terminals, the motor vehicle service, main- 
tenance activities, and post offices where new machines were installed, 
new position descriptions have been developed and the positions 
ranked without serious disruption of the work force. Prior to 
1955, such changes would have created widespread problems because 
of rigid position schedules. Under the more flexible provisions of 
the present system, changing conditions are met promptly and an 
equitable position alinement is maintained. 

In addition to meeting this challenge, we also have begun a sys- 
tematic evaluation of the manner in which the compensation program 
is administered by the regional offices. Visits were made to three 
regions to obtain firsthand knowledge of the program status and at 
the same time to obtain a better insight into what needs to be done 
in the Department to improve the effectiveness of the compensation 
system. We plan to continue these visits, covering each of the regions 
within the next 12 months. . 

We are constantly working to reduce the number of individual posi- 
tion descriptions by establishing standard positions. During the past 
year, 110 standard position descriptions were issued, including such 
position’ categories as postal plant engineer, vehicle maintenance 
officer, automotive maintenance mechanic, and regional engineer. 

We are working closely with the Civil Service Commission and the 
Bureau of Finance to implement the Federal Employees Health 
Benefits Act (Public Law 86-382 dated Sept. 28, 1959). This im- 

ortant new fringe benefit becomes available to all eligible employees 
in July of 1960. While we anticipate a sizable administrative work- 
load in putting this benefit into effect, we expect to accomplish the 
work at headquarters within present manpower resources. The cost 
of initiating this plan in the post offices will be substantial. 


SUGGESTIONS AND AWARDS 


One indicator of success in building an effective work force is the 
voluntary employee participation in the suggestions program. The 
consistent increase and the improving quality of suggestions received 
is continuing through the current fiscal year, following the upward 
trend noted each year since decentralization of this activity in 1954. 
For fiscal year 1959, suggestions received increased by 24 percent; 
13.5 percent or 5,406 of these suggestions were adopted. This is an 
increase over fiscal year 1958 when 3,571 or 11.1 percent of the sug- 
gestions received were adopted. In the current fiscal year to date, 
the adoption rate is 15.3 percent of suggestions submitted and the 
number received has increased 21 percent over the corresponding 
period in fiscal year 1959. 

One thousand six hundred and ninety-eight employees were recog- 
nized in fiscal year 1959 with superior accomplishment awards for 
outstanding performance of duties, primarily in mail distribution, 
and for other special acts or achievements. This represents a 29 per- 
cent increase over 1958. The same trend continues in the current year. 
We are adding a lapel pin as part of this award and believe this will 
make the award more significant and appealing. 

The accomplishments in personnel management during the past 
year are particularly encouraging to us because the task of modern- 
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izing the postal service largely depends on an effective work force, 
fully utilized, trained in new mail handling methods, and provided 
with the knowledge, counsel and understanding essential to produce 
their best efforts. The personnel staffs in the Department and regions, 
in cooperation with operations, engineers, and the other bureaus, will 
continue to direct our energies in the year ahead to provide maximum 
assistance in effecting an orderly transition from outmoded mail han- 
dling to modern methods throughout the postal service. 


AUTHORITY FOR MAKING APPOINTMENTS IN THE FIELD 


Mr. Gary. Mr. Barr, when the decentralization of the Post Office 
was proposed we were told that the plan was to give the postmasters 
and the regional directors more authority in operations and to take a 
lot of responsibility out of the Washington office. Can you tell me to 
what extent the postmaster controls appointments in his office; to what 
extent the regional director has contro] : and to what extent promotions 
and new appointments involving field positions are handled in Wash- 
ington. 

Mr. Barr. I believe that the postmasters take care of the original 
selection of employees from the civil service list in accordance with 
the established civil service practices. Promotions are made from a 
supervisory list, which is a list of employees who have indicated an 
interest in becoming supervisors and have taken an examination and 
become eligible through that source for their promotion. 

I do not believe that the Department in Washingtan becomes in- 
volved in promotions unless it is in the higher levels, which is also 
common practice in industry, for promotions in top grades to be of 
general interest to management. 

I did not feel as a regional director, and I do not. believe the post- 
masters felt, there was any interference with them in those matters. 

Mr. Gary. For my own information I am asking where the line is 
drawn; which appointments and promotions are entirely within the 
control of the postmaster, which are within the control of the regional 
manager, and which are under control of the Department in Wash- 
ington ? 

Mr. Barr. In our region the postmasters had authority to make pro- 
motions up to and including level 7 within their offices from the reg- 
isters provided. I do not know if that was the practice of all regions 
or not. I understand it was. 

Level 13 and above in regional offices were always cleared with the 
Department to be sure we were promoting people who met the qualli- 
fications of the bureaus of the Department and to make sure we did 
get. the best qualified people for the positions. 

Mr. Gary. Then the postmaster has original and exclusive jurisdic- 
tion up through level 7? 

Mr. Barr. Provided they are made from the approved lists. 

Mr. Gary. From level 7 up to level 13 the postmaster makes the 
initial recommendation and it is reviewed by the regional manager? 

Mr. Barr. Yes, sir. 

Mr. Gary. Beyond level 13 the postmaster makes a recommendation 
and it is reviewed by the regional manager and by the headquarters 
office in Washington ? 
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Mr. Barr. It would be the regional representative of Operations 
because they are the ones concerned primarily, along with Personnel. 

Mr. Gary. Then promotions are approved by Operations. How 
about new employment ? 

Mr. Barr. The new employment in a post office is entirely under the 
postmaster, subject to the civil service rules and regulations. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. Mr. Pillion. 

Mr. Pittt0n. I have no questions except to wish the gentleman 
well in his new and difficult assignment. 

Mr. Gary. Mr. Steed. 

Mr. Sreep. Mr. Barr, would you give us the procedure you follow 
in filling vacancies in the rural mail service? 

Mr. Barr. The vacancies are reported to the Department. 

Mr. Strep. You do not follow the same procedure you do in filling 
vacancies in the post offices ? 

Mr. Barr. Not rural carrier vacancies, no. 

Mr. Steep. That is all. 

Mr. Gary. Mr. Conte. 

Mr. Conte. No questions. 

Mr. Gary. Mr. Alexander. 

Mr. ALexanpeErR. Just one question, Mr. Barr. Following up Mr. 
Gary’s line of thinking, for promotions in the post office up to and 
through Grade 7, I believe you said the postmaster recommended 
promotions? 

Mr. Barr. The postmaster handles those. 

Mr. Avexanpver. The postmaster handles them absolutely without 
the review of the regional office? 

Mr. Barr. That is right. 

Mr. Atexanper. Then from Grade 7 to Grade 13 he recommends? 

Mr. Barr. He recommends. 

Mr. Avexanper. And it goes to the regional office ? 

Mr. Barr. Yes. 

Mr. AtEexanperR. Does the regional office ordinarily follow his rec- 
ommendation ? 

Mr. Barr. Offhand I would say in 95 percent of the cases we con- 
curred with the postmaster. 

Mr. ALexanper. That is all. 


SUGGESTION AND AWARDS PROGRAM 


Mr. Gary. Mr. Barr, in connection with the suggestion and awards 
program, how many awards did you say were given last year? 

Mr. Barr. In 1959 there were 5,406 suggestions that were approved. 

Mr. Gary. How many cash awards were given? 

Mr. Barr. All awarded are not the same. Of the 5,406 sugges- 
tions that were adopted, a large portion of those had money awards 
but not all of them. Some would be a letter of appreciation for minor 
suggestions; 1,698 were for superior accomplishments, which is a dif- 
ferent thing from the suggestion award. 

Mr. Gary. What I itn like to know is how many cash awards 
were given in 1959, how they were determined, and the amount of 
the awards. 
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Now you can tell us how the cash awards are determined. 
Mr. Barr. The procedure? ( 
Mr. Gary. The basis upon which they are given. ; 
Mr. Barr. Would it be permissible for me to make that a part of 
the other statement and put it in the record ? 
Mr. Gary. Yes. 


(The following statement was submitted :) 


During fiscal year 1959, 5,406 suggestions were adopted and of this number 
cash awards were given for 2,614. The total amount paid in such awards was 
78,726. : : 
. Determination of the type of award is based on potential value to the Federal 
Government. Awards for suggestions having measurable dollar-value benefits 
are computed in accordance with the governmentwide scale included in part 
774.5, Postal Manual, as follows: ; 


Contributions having measurable. dollar-value benefits 








Bavings—Net first year Amount of award 
Si 40 $200.......- $10. 
$201 to $1,000__ $10 for the first $200 in savings and $5 


for each additional $100 or frac- 
tion thereof. 

$1,001 to $10,000_____ cn $50 for the first $1,000 in savings and 
$5 for each additional $200 or frac- 
tion thereof. 

$10,001 to $100,000...............=..... $275 for the first $10,000 in savings 
and $5 for each additional $1,000 
or fraction thereof. 

UCD RET gD ce a ee $725 for the first $100,000 in savings 
and $5 for each additional $5,000 or 
fraction thereof. 


Awards for suggestions having obvious but not easily measured benefits are 
determined in accordance with a guideline in part 774.6, Postal Manual, as 
follows: 














Extent of application 
Value or benefit 
Local Limited Regional Servicewide 
a ea ee aan ee $10-$20 $25-$35 | - $40-$50 _ $55-$75 
| SEG (8504 TORE AS eee bE ER TLE Ce 25- 35 40- 50 55-100 100-300 
| EERE: 40- 50 55-100 100-300 300 up 

















Bureau or FINANCE 


Mr. Gary. We will now hear from Mr. Gillette. 

Mr. Gittetre. Mr. Chairman and members of the committee, I want 
to talk today on the specific responsibilities of the Bureau of Finance. 
This bureau is responsible for the financial affairs of the Post Office 
Department, including budget, accounting, cost analysis, cost ascer- 
tainment, postal rates, money orders, financial systems and procedures, 
and the operation of the Money Order Reconciliation Center at Kansas 
City. Our bureau is also responsible for the technical direction given 
to the 15 regional controllers and for financial directives to postmasters 
and postal installations. 

I want to say a word about the personnel in the Bureau of Finance. 
I call your particular attention to the recapitulation appearing on page 
10.3 of the Justifications which shows that the authorized quota of 
employees for the headquarters office of the Bureau of Finance is 305 
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positions. In January of 1953 there were 513 positions in the Bureau 
of Finance. In reorganizations involving shifting of functions to and 
from the bureau, nine additional positions were added making a total 
of 522. In modernizing the functions of this bureau in the field of 
fiscal management it was necessary to add 142 positions in order to 
acquire the specialized talents needed for an operation of this magni- 
tude. This made a total of 664 positions. Ninety-five of these posi- 
tions were transferred to the regions as part of the decentralization 
program. This left 569 positions. Through vigorous constant effort to 
streamline procedures and organization we have been able to reduce the 
positions by 264 over the 7 years, leaving the 305 that we have now 
projected for 1961. 

I might mention that the staffs of the 15 regional controller’s offices 
have been reduced from 2,625 authorized positions in 1957 to 2,392 
presently authorized positions, a reduction of 233. In the 273 post 
offices having receipts of over $1 million annually, the 6,891 employees 
assigned to finance duties in 1953 have been reduced to 2,642, a net 
reduction of 4,249 positions in the post offices over the period. We shall 
continue to improve our financial procedures. 

' The project to bring physical property under accounting control is 
progressing steadily. Test installations of monetary property account- 
ing have been completed in Virginia and Tennessee to prove the ade- 
quacy of the procedures and the forms for the taking of inventory 
and maintenance of property records. All forms and instructions have 
been printed for the taking of a nationwide inventory which, will start 
thismonth. The recording of all inventory results is to be made in the 
general ledger records as of June 30, 1960. The accounting will in- 
clude both quantitative and monetary control of the Department’s fixed 
personal property and will comply with Public Law 863, approved 
August 1, 1956, which requires that each agency set up financial con- 
trols for property. 

In the development of effective reporting, we have extended to all 
post offices with receipts of $1 million and over the requirements for 
operating and financial reports that last year were established for the 
$5 million offices only. These reports are submitted at the end of each 
accounting period for the use of the postmaster and Regional Opera- 
tions Director, and regional summary reports are made for the use of 
top level management at headquarters. 

Last year I mentioned that the Department, in cooperation with 
the airlines and railroads, had, inaugurated weekly or in some in- 
stances biweekly settlements with these carriers. I am pleased to re- 
port that we now have a 100 percent participation in this plan by 
domestic air carriers and 99 percent of the railroad systems. 

We are completely revising and simplifying the motor vehicle ac- 
counting system and gearing it to the daily needs of the new vehicle 
utilization officers as well as those concerned with maintenance costs. 
One facet’ of this is reflected in the budget before you in that we are 
using miles as a basis. for comparative costs rather than hours of usage 
as heretofore. We believe this is a more reliable and therefore more 
useful base. : 

The use of electronic computers has been extended and recently 
the preliminary examination of postmasters accounts was placed on 
the machines in those regional offices having computers. We have 


50436—60—8 





112 


extended the use of electronic data processing equipment to 11 of the 
15 regional offices, to be used for payroll and leave accounting. 

We have improved controllership functions by the establishment of 
reporting controls, standardized report forms, and principles of in- 
terpretation and analysis at all offices with annual receipts of $1 mil- 
lion and over. The procedures of the station examiners working for 
the postmasters of these offices have been revised to provide better 
financial controls. 

Regional operations directors have organized management teams 
to utilize the additional data now furnished by controllers. These 
teams consist of the postal installations manager, the distribution 
and traffic manager, and the regional controller. Visits are made 
periodically to the 60 largest post offices for the purpose of making 
post office operating officials more conscious of areas where savings 
may be-effected, by study of the relation of man-hours to volume of 
mail, and by meeting or bettering targets set for these offices. The 
success of these visits has encouraged us to extend the visits of the 
regional management teams this year to the 213 offices having annual 
receipts between $1 million and $5 million, which will be in addition 
to the 60 largest offices now being visited. I believe that the partici- 
pation of regional management and post office personnel in this joint 
effort. to find solutions to problems shown up by the newly available 
data is an important factor in producing greater management effort 
on the part of postmasters and their staffs. 

We are now making a major change in our accounting system that 
will result in the integration of obligations and: accrual accounting. 
We hope to complete this integration by June 30. The system we are 
developing will continue to meet the need for control of and accounta- 
bility of funds at the point of their irrevocable commitment, as re- 
quired by law. It will also provide accrued cost and a balance sheet 
in accordance with generally accepted accounting principles, 

With the inauguration of this plan we are well on our way toward 
qualifying for the final review and approval of our accounting system 
by the Comptroller General as required by law. The Post Office De- 
partment has come a long way since 1954 with its financial reorganiza- 
tion and I am proud of the accomplishments of the people in my 
Bureau. 

More detailed statements of the Department’s progress in improv- 
ing its financial management procedures in fiscal 1959 appear in the 
Annual Report on the Joint Financial Management Improvement 
Program, released jointly on December 15, 1959, by the Secretary of 
the Treasury, the Director of the Bureau of the Budget, and the 
Comptroller General (pp. 95 through 99). I have excerpts here from 
these pages to submit for the record if you would care to have them, 
Mr. Chairman. : 

This concludes my summary statement on the Bureau of Finance. 
I shall be pleased to supply any additional information or data that 
you may require. ’ i 

These are the excerpts and they come from this report which I sub- 
mitted last year. wire ihe 

Mr. Gary. Thank you, sir. They will be inserted at this point in 
the record. 
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(The material referred to follows :) 


EXCERPTS FROM THE 1959 ANNUAL REPORT ON THE JOINT FINANCIAL MANAGEMENT 
IMPROVEMENT PROGRAM 


Organized improvement program.—The financial management improvement 
program of the Post Office Department is conducted by the Bureau of Finance. 
That Bureau currently has a total of 306 employees, as compared with 501 in 
November 1954. It is directed by an Assistant Postmaster General and a Head- 
quarter’s Deputy who is also the Controller. Under this leadership, there are 
15 regional controller offices that have a quota of 2,373 positions. This represents 
a reduction of 252 positions since those offices were established. The 273 post 
offices that have annual receipts of over $1 million have Chief Accountant’s 
offices, which employ 2,642 personnel. For purposes of comparison, these offices 
had 6,891 employees in July 1953. These reductions in staff have been realized 
over the years in the development of the controllership operation throughout the 
Department. 

Fiscal year 1959 was a year of important progress in providing modern con- 
trollership to all levels of management. Significant accomplishments for that 
year and plans for further development are set forth below. 


NINETEEN HUNDRED AND FIFTY-NINE ACCOMPLISH MENTS 


Property accounting.—Thirty pilot inventories were conducted in post offices 
in Virginia, Georgia, and Tennessee during fiscal year 1959. After some proce- 
dural simplifications, such inventories were completed at all 1,950 post offices in 
Virginia and Tennessee before the close of the fiscal year. This comprehensive 
test provided a basis for estimating cost which will be useful in making recom- 
mendations for extending the program, and also disclosed considerable excess 
and unserviceable equipment, the disposal of which will result in better utiliza- 
tion and lead the way to more efficient planning for future needs. 

Automatic: data. processing.—During fiscal. year 1959, the use of a magnetic 
drum automatic data processing system was extended to two more regional 
offices, and now is applied in seven of the 15 regions. This electronic equipment 
is used for payroll and leave accounting, with a resultant increase in speed and 
improved manpower control. The use of this equipment was also expanded to 
include personnel statistics, which provides much needed information for internal 
and external reporting. 

Cost analysis. activities.—Cost analysis application followed closely the pace 
of the Post Office Department’s mechanization program. As new capital im- 
provements and operating revisions were installed, cost officers, in close liaison 
with representatives of the Bureau of Operations, made before and after studies 
of operating costs to determine the degree of benefit derived from these installa- 
tions. Continuing progress reports were made on all mail-flo systems and 
metropolitan area plans. A program was also undertaken to validate estimates 
of operational savings attained through better vehicle utilization. 

The program of using regional cost officers for instruction and observation of 
cost ascertainment work in field installations was expanded during 1959. Re- 
gional cost officers inaugurated cost ascertainment procedures in the majority 
of newly designated offices and made instructional and observational visits to 
field installations during all statistical periods. 

Statistical or random sampling procedures were used to designate the offices 
that will collect data for the cost ascertainment system in fiscal year 1960. 
Second-, third-, and fourth-class post offices will assemble and report data for 
use in allocating revenues and expenditures to the classes of mail and services 
under that system. 

Controllership concept extended to post office level—Further extension of the 
controllership functions involved the establishment of reporting controls, stand- 
ardized report forms, and principles of interpretation and analysis for all offices 
with annual receipts of $1 million and over; the revision of station examiners’ 
procedures to provide better financial controls; the inauguration of operating 
reports from the 60 largest post offices for each accounting period; and provision 
for systematic visits to those post offices by management teams; including the 
regional controller as a member, to review and analyze operating results. 

Mechanical accounting equipment was installed in a few larger post offices 
that have numerous stations and branches, in order to consolidate promptly 
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and accurately man-hour information,-work performance data, and daily finan- 
cial statements. This program was fully tested during the year, and will be 
extended early in fiscal year 1960 to all post offices having 30 or more stations 
and branches. 

Extended procedural improvements.—Additional progress was made during 
fiscal year 1959 in the further development of financial management improve- 
ments previously reported as being underway. 

Customs collections. remittances: The punched card procedure developed 
to simplify postmaster remittances of customs collections was installed in 
October 1958. This substantially reduces the number of checks issued and 
provides improved controls. 

Simplified accountable paper procedures: Punched card equipment was 
put in use for direct requisitioning of bulk stamp lots from the Bureau of 
Engraving and Printing by first- and second-class post offices. 

Air transportation: Domestic air carriers’ settlements on 7 and 28 day 
bases were established in October 1958 for 14 airlines and 3 helicopter 
carriers. Full participation of all domestic air carirers is assured for fiscal 
year 1960. Also, a standard mileage billing technique was initiated with 
three Alaskan carriers, reducing settlement time by 75 percent. 

Railroad transportation: Service payments on a space-used basis were 
accelerated by a simplified procedure now used in connection with 46 rail- 
road systems. Authorization for use of such procedure was effected in 
October 1958 for the eastern railroads. 

Accounting for international mail: Improvements developed in fiscal year 
1958 were installed during the past year. These included the processing of 
dispatch documents by automatic data processing machines, the payment 
of international air transportation charges on the basis of average route 
distances between scheduled air stop points, and a simplified procedure for 
processing and settling international parcel post billings. 

Stastics and economics program.—During the year an orientation and train- 
ing program was initiated to expand the use of quality control charts and other 
industrial-type statistical techniques. These techniques were specifically intro- 
duced in areas such as incoming and foreign mail data, auditing of freight bills, 
air parcel post rates, delayed mail, cost. ascertainment, and mail generating 
characteristics of postal patrons. 

Research was conducted on the subject of relating workload to manpower, and 
on the development of basic mail count procedures by random sampling methods. 
Economic data were analyzed and correlated with postal data, resulting in 
forward planning for such items as mail volume and population trends. 

Management teams.—During fiscal year 1959 management teams were estab- 
lished in each region, consisting of the installations manager, the distribution 
and traffic manager, and the regional controller. These teams periodically 
visited the 60 largest post offices with a view to making the field operating 
officials more conscious of the needs of management, particularly covering econ- 
omies which can be effected by relating man-hours to volume of mail and by 
meeting or bettering targets set for these offices. 

Internal audit practices.—The Internal Audit Division of the Bureau of the 
Chief Postal Inspector launched a broadened and more comprehensive audit 
program during fiscal year 1959 and substantially comnleted the recruitment of 
staff. Training sessions in the use of statistical sampling in audits were insti- 
tuted. Increased use was made of the vertical approach to internal auditing 
wherein cordinated or simultaneous examinations are made of particular activi- 
ties at headquarters and at selected field installations, and the more important 
findings are summarized in a composite report for management review and ac- 
tion. Vertical audits were made of accountable paper, unliquidated obligations. 
metered postage controls, procurement of supplies and equipment, and other func- 
tions. Still further use will be made of this audit and reporting approach dur- 
ing fiscal year 1960. 

Education and training.—All supervisory personnel in the Divisions of Ac- 
counting, Cost Analysis, and Cost Ascertainment were given a thorough course 
on how to be better supervisors. Under the auspices of the Bureau of Personnel 
essentially the same program was conducted at regional controller offices, Se- 
lected clerical personnel were given intensified instruction in accounting, 
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FUTURE PLANS 


Accounting policy—A comprehensive statement of accounting policy is being 
prepared for submission to the Comptroller General as a step towards approval 
of the accounting system. 

Accounting system modification.—Changes in the accounting system to facili- 
tate the integration of appropriation and accrual accounting will be made during 
fiscal year 1960. The system will continue to meet the need for control and ac- 
countability for funds as required by law. It will also provide for development 
of accrued costs in accordance with generally accepted accounting principles for 
integrating obligation and accrual accounting for capital items and inventories. 

Property inventory controls.—The inventories of supply items and new equip- 
ment in stock that were taken in 1959 in the supply centers and the capital 
equipment warehouses are being placed on the books at cost values. Capital 
equipment warehouse and major supply items will be carried under perpetual 
inventories controlled dollarwise by the general books. These will be verified 
annually by physical count. Minor supply items will be expended and such in- 
ventories will be adjusted by physical counts annually. 

Following up on the personal property inventories that have been taken in all 
post offices in Virginia and Tennessee, it is planned that the personal property 
inventories of all other post offices and postal service activities not presently 
under accounting control will be completed before the end of fiscal year 1960. 
Procedures will have to be established for recordkeeping and control of (a) 
spare parts maintained by post offices where mail handling has been converted 
to automatic mail-handling machines, and (b) equipment to be installed in con- 
nection with the overall postal improvement program. Property records for 
Government-owned buildings used by post offices, showing cost and accrued de- 
preciation, still have to be developed and approved. 

Motor vehicle management controls—lImproved reporting and control of the 
utilization of the motor vehicle fleet are being developed to provide a basis for 
more economical use of Government-owned vehicles and a reduction in rented 
vehicles. In cooperation with the Bureau of Operations and the Bureau of Fa- 
cilities, consultants have been retained to survey the departmental, regional, 
and field activities involved in operation of the motor vehicle fleet for the pur- 
pose of designing a new accounting and reporting system geared to present-day 
management requirements and tied in with the overall accounting system. 

Management teams.—lIt is planned to extend the work of the management 
teams to the 213 offices having annual receipts of between $1 million and $5 
million. 


OFFICE OF THE GENERAL CoUNSEL 


Mr. Gary. Now we will hear from Mr. Warburton. 

Mr. Warsurton. Mr. Chairman and members of the committee, the 
General Counsel of the Post Office Department is the legal adviser to 
the Postmaster General, the Deputy Postmaster General, and the en- 
tire Postal Establishment. The Department’s business covers prac- 
tically the entire field of law, including many issues which eventually 
are litigated. The General Counsel also represents the Department, 
and I probably should say the public as well, in formal administra- 
tive proceedings involving determinations concerning the acceptability 
under the law of matter offered for mailing. He is also the Depart- 
ment’s legislative officer, and collaborates with other departmental bur- 
reaus and offices with respect to their performance of functions which 
the Postmaster General has delegated to them. 

The Postmaster General also has delegated to the General Counsel 
some functions which the law authorizes the Postmaster General to 
perform. Thus, the General Counsel exercises the Postmaster Gen- 
eral’s authority to settle claims for damages to persons and property 
arising out of the operation of the postal service. He also performs 
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the function which the Congress has committed to the Postmaster 
General by adjusting postmasters’ claims for losses due to fire, bur- 
glary, or other unavoidable casualty. 

The General Counsel, in the execution of this function, is respon- 
sible for certifying payments from a fund which was in the amount 
of $1,600,000 for fiscal year 1960. We estimate that $1,700,000 will be 
required for the forthcoming fiscal year. This estimate is based upon 
our experience, in which we have noted that both the number of claims 
filed annually and the value of awards has steadily increased. 

As you know, the Congress amended the Federal Tort Claims Act 
in the last session to increase the maximum amount at which depart- 
ments and agencies can make administrative settlements from $1,000 
to $2,500. We hope that this increase will permit us to exercise some- 
what, more control over the level of awards than we have been able 
to do in the past. Thus, we feel that while we would not be able to 
compromise a $3,500 claim by offering $800 under the old authority, 
we may be able to compromise it by offering $1,500 under the new au- 
thority, where we are convinced that the claim is bona fide, that the 
Government is liable, and that the claimant probably would prevail in 
a court action. 

The Department’s leasing program has developed a substantive 
amount of work in recent years. The General Counsel’s Office is 
called upon to provide counsel and advice and to draft documents in- 
volving the acquisition by purchase, lease, or condemnation of real 
estate and interests therein, of invitations to bid, agreements to lease, 
leases and other documents, agreements of sale, options to purchase, 
and the like. The Department of Justice calls upon us from time to 
time to assist it in connection with suits by and against the Govern- 
ment concerning post office leases. Frequently, we represent the De- 
partment in the negotiation and settlement of issues involving State 
and local governments, taxing problems, zoning ordinances, and plan- 
ning and utility commission regulations. It may be of interest that 
in each of the 5 fiscal years starting with 1955, the Department in- 
itiated an average of 542 new construction-lease postal facilities ag- 
gregating annually almost 2 million sauare feet of space at an average 
cost of somewhat over $27 million. There are over 2,000: space.acqui- 
sition projects in some stage of development. at all times. The Gen- 
eral Counsel’s Office, during fiscal vear 1959 in this area, wrote over 
1,000 leval opinions on various real estate problems alone. 

The Department’s activity with respect both to regular procure- 
ment and research and development has been steadily increasing. 
Both the Bureau of Facilities and the Office of Research and Engi- 
neering have intensified their practice of consulting with representa- 
tives of the General Counsel’s Office as advertisements for bids are 
prenared and as bids are received. and as contracts are negotiated 
and administered. A substantial shift in the Office’s work therefore 
is becoming obvious. Its’ attorneys spend increasingly more time 
in conferences, consultations, and in assisting in negotiations of 
contracts. We, of course, believe that this is a most desirable way to 
use the leeal office, since it permits us to assist in avoiding legal 
comnlications. 

You will be interested in knowing, in the area of the Department’s 
contracting work, that the Postmaster General’s establishment of a 
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Board of Contract Appeals on October 23, 1958, upon the General 
Counsel’s Office’s: recommendation is working beneficially. Pre- 
viously, when the Department and a contractor had a dispute, the 
matter was adjudicated, under the contract’s dispute clause, by the 
contracting officer, who ordinarily was the Assistant Postmaster Gen- 
eral for Facilities. There were no formal rules for this procedure 
and it was both time-consuming and arduous, and frequently inequit- 
able to both the Department and the contractor. 

The Postmaster General authorized the promulgation of rules for 
the hearing of these disputes and the establishment of a board com- 
posed of legally trained Department members, who perform this 
duty in addition to their other duties. A member of the staff of the 
General Counsel’s Office serves as the Department’s counsel to pre- 
pare and try these cases. All of these personnel (as well as most of 
the Office’s other attorneys who counsel with respect to procurement) 
have attended the Judge Advocate General’s School on Government 
Procurement. The result is that these disputes, even though they are 
few in number, can now be adjudicated quickly and fairly. Thus a 
dispute that had been in process for over 5 years, involving about 
$40,000 was reinitiated under the new procedure after due notice, 
hearing was held, and the contractor, recognizing that the issue was 
now clear cut and visible, withdrew his claim. 

Another project, involving contracts, in which the Office is engaged, 
is the conducting of a review of the legal form and substance of the 
Department’s various types of transportation contracts and agree- 
ments at the invitation of the Bureau of Transportation. 

As you know, the General Counsel’s Office represents the Postmaster 
General in proceedings before regulatory bodies, primarily in trans- 
portation and rate matters. 

In August 1958, the Eastern Railway Mail Pay proceeding was 
concluded before the Interstate Commerce Commission. The effect of 
this proceeding was to increase the mail pay to the petitioners by 
about an overall 30 percent increase for the future, or approximately 
$34 million annually. 

Since the conclusion of that case the Interstate Commerce Com- 
mission approved on June 11, 1959, a. mail pay increase for the western 
group of railroads, consisting of 37 companies. This increase resulted 
in an overall increase of about 5.6 percent, or about $7.2 million an- 
nually. 

fe Dekker 28 last, a group of railroads of the southern region to 
which the Interstate Commerce Commission had awarded an increase 
of about 7 percent effective July 1, 1957, filed a petition for a further 
mail pay increase with the Commission. In addition, a group of 
eastern region railroads have indicated to the Department their inten- 
tion of filing a petition for a further increase in mail pay rates. 

On November 17, 1959, the Interstate Commerce Commission con- 
sented to the Postmaster General’s proposal for increases in parcel 
post and catalog rates, after an investigation taking almost a year. 
The Postmaster General’s proposals are designed to eliminate a reve- 
nue deficiency of about $84 million on these items, The Postmaster 
General prescribed February 1, 1960, as the date for the new rates 
to become effective. The Parcel Post Association and others have 
petitioned the District Court for the District of Columbia for a 
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preliminary injunction against the putting of the new rates into 
effect pending a review on the merits. The preliminary injunction 
petition was argued on last Wednesday. 

I may interline, Mr. Chairman, that the district court: on last 
Friday handed down its decision in which it denied the preliminary 
injunction and simultaneously denied the Government’s petition for 
a dismissal of the complaint. 

Therefore, we are now at that stage. 

Several subsidy mail rate cases are pending before the Civil Aero- 
nautics Board relating to periods prior to October 1, 1953, when the 
Congress reposed the matter of airmail subsidy in that body. The 
Postmaster General is a party in these proceedings. In addition, the 
Department is involved in various Civil Aeronautics Board proceed- 
ings which are concerned with applications for authority to transport 
mail or to fix rates for such transportation. 

The matter of rates for nonpriority mail is a major matter now 
pending before the Board. This proceeding involves the fixing of 
rates for the transportation of nonpriority mail (that is, mail other 
than airmail and air parcel post) by 32 air carriers, on a nonpriority, 
space available, voluntary basis, between points within the 48 con- 
tiguous States and between points in such States and points in Alaska, 
Hawaii, and Puerto Rico. Several major air carriers are contesting 
the level of the rates initially proposed by the Board. 


LEGISLATIVE PROGRAM 


In general, the foregoing covers the highlights of the work of the 
General Counsel’s Office. However. I probably should not conclude 
my statement without some brief reference to the Department’s legis- 
lative program. 

I believe the Congress, in this session, might look to the adoption 
of legislation which will— 

1. Adjust postal rates so as to practically eliminate the postal deficit. 

2. Restore the authority of the Postmaster General to adjust post- 
age rates and weight and size limits for air parcel , 

3. Authorize the use of certified mail, as well as registered mail, for 
the transmission of documents of no intrinsic value. 

4. Further amend the obscenity and postal fraud statutes. 

5. Recodify the postal laws. This latter project again passed the 
House early in the 1st session of the 85th Congress. The Senate 
has the proposal before it, and it is hoped that early action will be 
taken. 

6. Relieve Government employees of personal liability for injury 
resulting from motor vehicle accidents arising in the course of duty. 
As vou know, the House passed this legislation last July. 

The Ist session of the 86th Congress enacted into law legislation 
which brought postmasters under the Government Employees Train- 
ing Act. It also passed legislation which revised the minimum charge 
for third-class mail of odd sizes and shapes. 

That concludes my formal statement, Mr. Chairman. 
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TRANSMISSION OF OBSCENE MATTER 


Mr. Gary. Mr. Warburton, can you tell us what success you are 
having with the courts today in the enforcement of the pornographic 
and obscenity program of the Post Office Department ? 

Mr. Warsvurton. At the present time, Mr. Chairman, we feel that 
the courts are not treating us too kindly. We have the matter, of 
course, of the novel, “Lady Chatterly’s Lover,” which we felt origi- 
nally, and still continue to feel, certainly was a very important case 
with respect to this whole area of responsibility which the Congress 
has charged the Postmaster General to execute. 

The decision of the District Court of New York was one that, while 
it did not surprise us very much, certainly was a telling blow. This 
is one reason why, of course, the Postmaster General urged upon the 
Department of Justice that an appeal should be taken in this case. 

: goer indicate to you also, sir, that the principle involved in this 
articular case has sufficiently far-reaching implications that the 

ederal Communications Commission petitioned the Second Circuit 
Court of Appeals to intervene on an amicus curiae basis just a few 
days ago aad to file a brief with the court in effect urging that the 
court recognize the seriousness of this problem, not only with respect 
to the transmission of this type of material through the mail but 
with respect to the potential effect that the letting stand of the dis- 
trict court’s opinion might well have on other communications media 
such as radio and television. 

We received from the same court that handed down in the first 
instance the “Lady Chatterley’s Lover” decision another decision just 
2 weeks ago that, although we have not yet fully been able to 
interpret exactly what the court meant in its opinion, apparently has 
cast serious doubt upon what is known.as the “Hornick” theory. 

The “Hornick” theory is a principle of law which evolved from 
the Hornick case decided in 1956. The case, in effect, stated that the 
Government, again in the execution of this responsibility, could move 
against mail-order purveyors of ostensibly obscene matters who ad- 
vertise by sending circulars without the necessity of having to pro- 
duce the merchandise or establishing that the material advertised is in 
itself obscence. The district court in New York City, as I say, has 
now cast a doubt upon the validity of the theory. Up to this point 
those jurisdictions in which we had acted in that type of case had 
given substantial support to it. We did have previously a rather 
difficult time in the courts in the Los Angeles area in particular and 
to some extent in the courts of the New York City area, and that latter 
aspect still continues. 

We feel, as a philosophical matter, Mr. Chairman, that this is an 
area in which the Congress, historically over a long period of years, 
has indicated as its policy that this type of material shall not be 
transmitted through the mail, particularly at a subsidized rate, and 
that therefore it should take a very deep interest in this matter. The 
House certainly did last year when it considered favorably, on almost 
a unanimous basis, our request that certain portions of the obscenity 
law be strengthened. 
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Mr. Gary. Has that bill passed the Senate ? 

Mr. Warsurton. No, sir; it is before the Senate Post Office and 
Civil Service Committee, and I understand that hearings will be had 
upon it probably beginning about the middle of February. 

We did testify on this whole general subject, including that partic- 
ular bill, which is known in the House as H.R. 7379, just before the 
close of the session, before a joint meeting of the Senate Subcom- 
mittees on Juvenile Delinquency and Constitutional Privileges, 

Mr. Gary. Do you think that the bill will materially strengthen 
your hand in dealing with these cases ? 

Mr. Waresurron:. Within the administrative procedure, sir. As 
you know, the matter of obscenity in the mail is broken down into 
two groups: one in the criminal courts, handled primarily by the 
inspectors in the field, and the other is an administrative procedure. 

H.R. 7379 is directed at strengthening the administrative procedure. 
Of course, we feel it will be beneficial. An amendment to the crimi- 
nal statute was adopted by the Congress and passed into law in August 
of 1958 and I believe that the Chief Inspector can give you a report 
upon the efficiency that that amendment has had in this area. 


PARCEL POST RATE CASE 


Mr. Gary. Can you tell us very briefly what happened in the Parcel 
Post Rate case, and to what extent, if any, the court gave considera- 
tion to the “Public service” item in the appropriation ? 

Mr. Warsvurton. Yes, sir. That, Mr. Chairman, is one of the points 
that I said we would come prepared to discuss today. 

May I ask this, sir: As you and the other gentleman of the com- 
mittee who are attorneys would recognize, we are in a rather touchy 
situation at this stage insofar as the formal court proceeding is con- 
cerned and, while we recognize the limitation the chairman put upon 
the meeting yesterday, we would like to discuss this issue, if you do 
not mind, off the record, insofar as the status of the case is concerned. 

Mr. Gary. Yes, sir. 

Mr. Warsvurton. I have with me my Associate General Counsel who 
argued the Department’s position in this case, during its entire course, 
and who, incidentally, would also have the primary function of argu- 
ing the new railroad pay proceeding which we know is coming up. 
He-is Mr. Paul Meininger, and I would like to ask him to discuss 
that aspect with you. 

I think he can give you more detail on it than I can. 

Mr. Gary. You want it off the record ? 

Mr. Warsurton. If you do not mind, sir. 

Mr. Metnincer. Off the record. 

(Discussion off the record. ) 

Mr. Mernincer. Mr. Chairman, we shall submit for the record a 
‘summary on this matter. 

Mr. Gary. Very well. 

(The summary referred to follows :) 


SUMMARY OF PENDING LITIGATION 


On December 1, 1959, the Parcel Post Association, a trade association, and 
three of its members using parcel post, filed in the U.S. District Court for the 
District of. Columbia a complaint to restrain the Postmaster General from plac- 
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ing into effect revised rates of postage on parcel post and catalogs scheduled to 
become effective on February 1, 1960. A motion for preliminary injunction was 
also filed. The court denied plaintiffs’ motion for a preliminary injunction and 
also a motion to dismiss filed by the Government. The plaintiffs on January 12, 
1960, filed notice of appeal from the order denying their motion for preliminary 
injunction and also filed a motion in the U.S. Court of Appeals for the District 
of Columbia Circuit for an order restraining the effectiveness of the new postage 
rates during the pendency of their appeal. Argument on the latter motion was 
heard on January 14, 1960, and the matter was taken under advisement. The 
complaint, among other things, charges that the Postmaster General exceeded 
his authority by formulating fourth-class-rate revisions in violation of the 
Postal Policy Act of 1958 in that he did not follow certain standards said to be 
applicable in the determination of the cost of fourth-class mail for the purpose 
of the rate reformations to which the Interstate Commerce Commission granted 
its consent on November 17, 1959. The Government has contended that the 
Postal Policy Act of 1958 imposed no commands upon the Postmaster General in 
relation to the determination of the cost of fourth-class mail for the purpose of 
the reformations in question. 


Mr. Warsurton. We would also like to call the subcommittee’s at- 
tention to one other matter. This is the point Mr. Meininger was go- 
ing to embark upon, and it is this: The question was raised last year 
as to how far the Postal Policy Act applied with respect to the deter- 
mination of fourth-class rates, and it was stated in the Senate report 
that that committee wished to make one further important point, 
namely— 

Ever since September 24, 1950, the Congress has required fourth-class mail 
and parcel post to be self-supporting— 
and so forth. 

Mr. Chairman, I shall submit the balance of that statement for the 
record. 

(The statement referred to follows :) 

The committee wishes to make one further important point. Ever since 
September 24, 1950, the Congress has required fourth-class mail or parcel post 
to be self-supporting. This recommendation for a “Public service” appropria- 
tion does not affect this principle or the manner in which it has been carried 
out in the last 8 years. Other than in the case of books, library books, and mail 
for the blind, the committee finds no public-service costs attributable to fourth- 
class mail and believes that the Congress intends that fourth-class mail shall 
pay its fully allocated costs. 

I might say that the page in that Senate report I just quoted from 
is page 11. The report is No. 305 of the 86th Congress, 1st session, 
and the chairman may recall that the conference report discussed this 
same aspect, and its conference report stated : 

The committee wishes to make one further important point: Ever since Sep- 
tember 24, 1950— 
and so on, quoting this, which I believe also was the feeling of this 
subcommittee at the time the matter was under consideration. 

(Discussion off the record.) 

Mr. Gary. So far as I am concerned, I may add that I shall con- 
tinue at all times to resist any attempt to put any amount in the 
budget for public service for those items. 

Mr. Metntncer. Thank you. 

Mr. CanrFtetp. I second the motion. 

Off the record. 

(Discussion off the record.) 

Mr. Canrtetp. Thank you, Mr. Chairman. 
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RAIL RATE CASES 


Mr. Gary. I notice that you had one proceeding this year before 
the Commission in which the railroads were given additional pay for 
transporting the mail, and you mentioned the fact that several others 
are coming up. To what extent are you defending those applications, 
Mr. Warburton ? 

Mr. Warsurton. We defend all applications, sir. As I mentioned 
in my statement, I believe the proceeding you are referring to is the 
application filed on December 28 before the ICC petitioning for an 
increase in mail rail pay by the southern group of railroads. We 
have already begun our defense of that. Again, as I indicated, we 
have been served oral notification that the eastern railroads will file 
in the near future. Some of those eastern railroads were beneficiaries 
of the eastern railway pay proceedings which were concluded in 
August 1958, as a result of which the petitioners were granted an 
overall 30 percent increase for the future or approximately $34 mil- 
lion annually. The eastern group we anticipate coming in shortly 
to petition the ICC is basically that same group. So our protests 
will be vigorous, of course. 

And I may say that Mr. Meininger was our attorney in the Fastern 
Railway Pay case in August 1958 and handles our ICC proceedings 
and will handle those too. You may be interested in knowing, in view 
of the comments made in answer to a question by Mr, Canfield, that 
the parcel post rate increase proceeding, in which approximately 24 
attorneys appeared in opposition, was handled by Mr. Meininger in 
the day-to-day proceedings and we are very proud of the record he 
made in that proceeding, as I am proud of all of our attorneys. 


HANDLING OF ACCIDENTS AND PERSONAL INJURY CASES 


Mr. Gary. What is the working relationship between the Inspection 
Service and the Office of the General Counsel in the Post Office Depart- 
ment in the handling of accidents and personal injury cases? 

Mr. Warsurton. The relationship between the Seaside Service 
and my office is that they are the ones who initially investigate acci- 
dents upon which the formal claim is filed and upon which the postal 
driver involved in the accident makes his report upon returning to 
his post office after the accident has occurred. The report is prepared 
‘by the inspector in the field and is transmitted to the Chief Inspector 
and forwarded tous. It is upon the basis of this accident investigation 
report that my attorneys then attempt to determine whether the Gov- 
ernment, through the Department, is or is not liable. 

I might say on that score that if we find there has been some aspect 
of the occurrence that we want further information on, we make the 
request on the Chief Inspector in order that we may have the services 
of the same inspector who made the initial investigation. 

Mr. Gary. The inspectors investigate the facts and testify in the case 
if necessary ? 

Mr. Warsvrton. If a particular action is taken into Federal court, 

es. 
‘ Mr. Gary. They act somewhat in the same capacity as insurance in- 
spectors ? 
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Mr. Warsurton. Yes. When I was in private practice I represented 
the General Adjustment Bureau in the Delaware-Maryland area, and 
the Inspection Service in this respect operates for the General Coun- 
sel’s Office as the inspectors for the General Adjustment Bureau did. 


SUPERGRADE POSITIONS 


Mr. Gary. What supergrade positions do you have in 1960 which 
were not included in the 1960 budget presented to Congress a year ago? 

Mr. Guitterre. I think Mr. Beary, Deputy Assistant Postmaster 
General for Personnel, is prepared to answer that. 

Mr. Beary. In the 1960 column of the 1960 budget in grade GS-18 
there were six, and in the 1960 column in the 1961 budget there are 
five GS-18’s. 

GS-17, in the 1960 column of the 1960 budget there were 8, and in 
the 1961 budget there are 10. 

GS-16, in the 1960 column of the 1960 budget there were 26, and 
in the 1961 budget there are 28. 

Mr. Gary. What are the reasons for those increases? 

Mr. Beary. The reasons are reclassification action by the Civil 
Service Commission in each of those cases. 

Mr. Gary. They are not additional positions ? 

Mr. Beary. No, sir. 

Mr. Gary. But reclassification of former positions, is that correct? 

Mr. Beary. That is correct. Specifically, in the GS-16, one posi- 
tion is that of Associate General Counsel for Opinions and Legisla- 
tion, which was raised from GS-15 to GS-16 due to recognition by 
the Civil Service Commission of the difficulties of the position. 

The position of Director of the Postmasters’ Division is the second 
position increased from GS-15 to GS-16 through Civil Service Com- 
mission action. 

In the grade 17’s, the position of Deputy General Counsel was up- 
graded to 17 from 16 in March 1959 through Civil Service Commis- 
sion approval. 

yy a position of special assistance to the Postmaster General was 
established concerned with the utilization of women in the postal 
service. 

I mentioned that there was one indicated reduction in GS-18 but it 
happened at the time of the preparation of the 1961 budget that one 
GS-18 was not filled. That was the position of executive assistant to 
the Postmaster General. That is now filled by Mr. Jackson and al- 
though the budget for 1961 shows five, there are six. 


ECONOMIES RESULTING FROM USE OF ELECTRONIC EQUIPMENT 


Mr. Gary. Can you provide any examples of economies which have 
resulted from new electronic machines installed in post offices or re- 
gional offices for work analysis and management improvement. ac- 
tivities ? 

Mr. Gitterrr. Mr. Chairman, perhaps I should try to answer that 
question. 

In the first place the data processing equipment which I referred 
to in my statement is primarily for the preparation of payrolls. How- 
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ever, it is now being adopted, as we hoped it could be, for certain 
auditing of postmasters’ accounts, which has not yet saved but we ex- 
pect will save some manual accounting work, and also is being 
adopted in the regions for the development of personal statistics on 
the basis of the same data from which the checks are made out. We 
are supplying those personnel statistics to the Bureau of Personnel 
so they may answer questions from numerous other agencies and 
have a better understanding of the great complexity of personal cate- 
gories in the Department. 

' Mr. Gary. What economies have resulted from payroll processing 
methods employing electronic data processing equipment in the New 
York and Chicago regions ? 

Mr. Gittetrre. Those two regions are in the process of installation 
at the present time what we call file computers, which are magnetic 
tape units unlike the other regions, because of their size. The instal- 
lations are not completed, therefore we cannot give you a direct an- 
swer, but I assure you the feasibility studies on which these installa- 
tions were determined anticipate the saving of 10 persons in the Con- 
troller’s Office for each of these installations or a total of 20 persons 
in the two offices, and it is on that basis that determination was made 
to put in this equipment. 

Mr. Gary. Mr. Canfield. 


INCENTIVE AWARDS PROGRAM 


Mr. Canrievp. Mr. Barr, just a few moments ago I was called out 
of the room because of a long distance telephone call and I wonder 
if in your presentation you made reference to the Post Office Depart- 
ment’s incentive awards program ¢ 

Mr. Barr. Yes, sir. 

Mr. Canrteip. Did you discuss awards that have been made and 
are being made ? 

Mr. Barr. Yes, sir, and we are to furnish a statement for the record 
of the amount in money and how the amount is arrived at, which 
will be made a part of the record at the chairman’s request. 

Mr. Canrietp. Has that type of recognition increased during this 
last year ? 

Mr. Barr. Yes, sir. 

Mr. Canrievp. And has it paid off ? 

Mr. Barr. We feel it has; yes, sir. 

Mr. Canrtep. Did you tell the committee, Mr. Barr, how long you 
had been in your present post ? 

Mr. Barr. In my present position ? 

Mr. CanFiebp. Yes. 

Mr. Barr. Since about the middle of December. 

Mr. Canrrexp. I take it, then, that you have had no meetings with 
anv of the leaders of the employees’ unions? 

Mr. Barr. Yes. I met with the clerks and the postal transportation 
organizations, and I was to have had a meeting this evening with an 
officer of the carriers, but I postponed it until tomorrow. I have 
become acquainted with many of the representatives of the national 
organizations. 

Mr. Canrievp. That is all, Mr. Chairman. 
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Mr. Gary. Mr. Steed. 


Mr. Streep. No questions. 

Mr. Gary. Mr. Pillion. 

Mr. Pixon. I would like to compliment the General Counsel and 
Mr. Meininger on their presentation and their fine record. 

Mr. Warevurton. Thank you. 

Mr. Mernincer. Thank you, sir. 

(Discussion off the record.) 


LANGUAGE GOVERNING PAYMENT FOR PUBLIC SERVICES 


Mr. Gary. Mr. Meininger, in the conference report on this bill last 
year the statement was made: 

The committee wishes to point out that the total amount of $37.4 million 
recommended for “Payment for public services” does not increase or decrease 
the obligational or expenditure authority of the Postal Department. This is 
merely a bookkeeping device to separate that amount of postal cost to be re- 
covered from the users of the mails from that to be recovered from the tax- 
payer by means of reimbursement from the general fund of the Treasury. 

The committee wishes to make one further important point. Ever since 
September 24, 1950, the Congress has required fourth-class mail or parcel post 
to be self-supporting. This recommendation for a public service appropriation 
does not affect this principle or the manner in which it has been carried out 
in the last 8 years. Other than in the case of books, library books, and mail 
for the blind, the committee finds no public service costs attributable to fourth- 
class mail and believes that the Congress intends that fourth-class mail shall 
pay its fully allocated costs. 

Mr. Gary. Now, that, I believe, certainly is the intent of the com- 
mittee this year, and if the committee should appropriate the $49 
million, it will be with that understanding, and we shall so state in 
our report. 

I believe in addition to that that you are requesting some addi- 
tional language on this subject in the bill itself. 

Can you explain to us the reason for that language? 

Mr. Mernincer. Yes, sir; I would be happy to do so. 

Mr. Chairman, the appropriation for 1960 —— 

Mr. Gary. Just the language change. 

Mr. Mernincer. The appropriation for “Public services” for the 
fiscal year 1960 merely specified in general terms that there was a 
certain amount of money appropriated for “Public services” in ac- 
cordance with section 104 of the Postal Policy Act of 1958. Con- 
sistent with the statement which you have just read from the confer- 
ence report on that “Public service” appropriation, the Department 
has suggested what it believes to be a desirable method of identifying 
the amounts to be included in the current “Public service” appro- 
priation, instead of requiring one to go to underlying estimates of 
the Post Office Department or to committee reports to determine the 
individual increments and the makeup of the total “Public service” 
appropriation for the year. It is our suggestion that the “Public 
service” appropriation be described in generic terms which have been 
borrowed from section 104 of the Postal Policy Act in this fashion, 
and I quote: 

For the loss resulting from the transmission of matter in the mails free of 


postage or at reduced rates, and for the additional cost of transporting mail 
by foreign air carriers, $49 million. 
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By clear implication and by employing this method of specifica- 
tion, there is not included within that “Public service” appropria- 
tion any other amount, including, for example, the element of losses 
attributable to the operation of third-class and fourth-class’ post 
offices and star routes, which, insofar as public service concept is con- 
cerned, was rejected in the conference report which you have read. 

Mr. Pitxion. Mr. Gillette, I want to compliment you on. your 
fine report. 


REDUCTION IN EMPLOYMENT IN BUREAU OF FINANCE 


I note that your report states that 569 positions were filled in 1953 
in your entire office here, and that 7 years later you had reduced that 
by 264, down to 305 employees, and that in the post offices the fiscal 
officers had been reduced from 6,891 down to 2,642 employees. 

Could you tell us how that was done ? 

Mr. Gitterre. The reductions ‘in the Bureau of Finance, Mr. Pil- 
lion,. occurred as the financial reorganization inaugurated in 1954 
was consolidated and as people completed backlogs and learned their 
jobs and streamlined their procedures. 

In the case of the post offices the reduction was primarily the result 
of transferring the payroll and other disbursing functions from the 
thousands of post offices to a consolidated point in the regional offices, 
namely, to the controller offices of the Regional Office. 

Mr. Pitui0on. You did not transfer these employees to another de- 
"sera and say that you reduced the number in your division? 

ou actually reduced the number of employees; is that correct ? 

Mr. Guuette. To the best of my knowledge, that is correct, Mr. 
Pillion. I was not here at the time, if you are speaking of the 
Bureau itself, but I am sure that the reduction was accomplished 
through attrition and presumably by filling vacancies in other bureaus. 

Mr. Pitxt0on. That reduction is astounding, and I am just won- 
dering how it was done. 

Was it done due to the installation of new machinery or mechani- 
zation of this equipment ? 

Mr. Guerre. Mr. Pillion, Mr. Noble, my deputy, was. here 
through a part of this time and, perhaps, he could enlarge on the 
answer to your question. 

Mr. Prtui0n. To me this is astonishing. 

Mr. Noste. Mr. Pillion, it was done in the post office through a 
variety of ways, in addition to transferring the payroll function to 
the central regional office where it could be mechanized and handled 
by electronic and tabulating card machines. There were many pro- 
cedures in the offices of a financial nature that were eliminated or 
simplified. For instance, we instituted a system of making direct 
deposits to banks. Instead of having these deposits move from the 
suboffice to the main office, and from that office to another office 
before they finally reached the bank, we had each one of them make 
direct deposits. The post offices were reorganized, so as to have a 
single division. Previously there had been a Finance Division as well 
as the Mail Division, and by the simplification of these procedures 
and elimination of work, we eliminated an entire division in all the 
large post offices. We called it the one-division plan. 
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Then methods and procedures were revised which previously had 
involved the submission of reports to the tune of hundreds of thou- 
sands that were prepared daily, and sent in. These were largely 
eliminated and a monthly or an accounting period report from the 
Postmaster summarizing all those transactions now comes to the re- 
gional controller instead of doing it the old way. ; 2 

Mr, Piuui0n, Is your fiscal control as good and as tight now as it 
was in 1953? ib 

Mr. Nostx. We believe it is tighter, Mr. Pillion. 

Mr. Gittetre. I would like to second that statement on the part 
of Mr. Noble. I think it is tighter. 

Mr. Pittion. And with better accountability ? 

Mr. GiteTTr. Yes; with better accountability, and more manage- 
ment reports. 

Mr. Pitu10n. Could you prove that by figures in losses—the losses, 
say, in 1953 and the losses, say, in 1959 ? 

Mr. Gituerre. No, sir; I do not think it is susceptible to that type 
of proof. 

Mr. Prtuton. Well, may I just say that that is astounding; the way 
you have done this, and I want to compliment you for it, and I hope 
it will be an object lesson to other bureaus and other departments. 

I would certainly like to see it done in other areas, because it is 
the most remarkable program of cost cutting, and good government, 
and good business that I have run across in government in a long 
time. 

Mr. Grttetre. Postmaster General Summerfield placed our finan- 
cial reorganization under the direction of Mr. Maurice H. Stans, then 
a partner of Alexander Grant & Co., public accountants; he is now 
Director of the Bureau of the Budget. 

Mr. Prion. I can understand it now. 

Mr. Gittetre. We have reports on the reorganization and its his- 
tory and some of the detail which you might like to have me place 
in your hands for further perusal. 

Mr. Pituion. Thank you. 

(Discussion off the record.) 

Mr. ALExANDER. Mr. Gillette, I want to compliment you on this fine 
job in reducing your employees back through the past 7 years. I served 
on the Manpower Utilization Subcommittee of the Post Office and 
Civil Service Committee and we found that many times where reduc- 
tions were made that a lot of times they were transferred over into 
some other department of the same agency, and so forth. Of course, 
since you were not here, I am sure you wou!d not know, but certainly 
that is a matter of record, and it is outstanding that there has been 
a reduction of about 4,000 out of about 6,000 employees, 

Mr. GitteTte. Mr. Alexander, my statement pertains to the reduc- 
tion in this financial area and it is entirely possible, as I just tried to 
answer Mr. Pillion, and perhaps I did not do it completely, that some 
of these people were given jobs where there were vacancies in other 
areas of the Post Office Department or the Post Office. I do not want 
to leave the implication that they were just riffed, or that they were 
dismissed. 

Mr. ALExANDER. I understand that, but when you begin to think 
of the overall picture of net reductions, the question of course is 
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whether that over the years we have in the entire Post Office Depart- 
ment been able to reduce the employment rather than possibly in one 
little section, although I do not in any way want to take away any 
of the credit. I think it is wonderful, and I want it to continue. 

Mr. Gary. That was done largely by the use of electronic machines; 
was it not ? 

Mr. GriiteTre. I would not say “largely.” That helped a great deal, 
but also through this rearrangement of functions that Mr. Noble de- 
scribed. This reduction and improvement in financial management 
was described in a report that we made to the Government Operations 
Committee, I believe it was, and I would be very glad to give you, Mr. 
Alexander, a copy of that report on the subject. 

Mr. Atexanper. I am very much interested, and I want to en- 
courage any department that can reduce employment because I am 
one of those who believes our Federal Government is getting bigger 
and bigger at every turn, and I want to stop that trend if there is any 
way to do it. 

Mr. Guerre. In this financial area I have taken very seriously to 
heart that concept since I have been here, coming in February 1957, 
and I have tried to consolidate our gains and reduce personnel 
wherever there was any possibility of justifying it by the workload 
in all finanical areas, in the Bureau of Finance, in the Controller offices, 
and in the financial areas of the post offices. 

Mr. Atexanper. That is all, Mr. Chairman. 

Mr. Gary. I certainly do not want to detract from the work of 
the Bureau of Finance in that respect. 

I visited the Finance Division in Richmond several days ago, and 
they pointed out to me the electronic machines operating there which 
have taken the place of a good many men who formerly were re- 
quired to carry out that particular work. I think it is to the credit 
of the postal service that they installed these electronic machines. If 
they can install these machines and reduce the force by doing so, I 
think it ought to be done. 

At the same time I feel that whenever the work of a person is 
taken over by a machine, he ought to be given first consideration for 
transfer to other work which he can perform effectively. 

Mr. Giuerre. I understood your remarks, Mr. Chairman, but I 
had in mind that they would pertain primarily to the regional Con- 
troller offices at this time, because mechanization in the financial areas 
of the post offices has not gone as yet as far as we would like. There 
are some real possibilities for savings in the post offices which we 
are exploring through pilot installations about which you may also 
have some knowledge. 

Mr. Conte. Mr. Chairman, I too want to compliment Mr. Warbur- 
ton, and, as usual, Mr. Gillette, on his fine presentation. 


NUMBER OF ATTORNEYS ON PAYROLL 


Mr. Warburton, how many attorneys do you have on your staff? 
Mr. Warsurton. At the present time we have 33 attorneys, Mr. 
Conte. We havea staff of 69 total. 
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ATTORNEYS HANDLING RATE CASES 


Mr. Conte. How many did you have in the Rate case—— 

Mr. Warsourton. Pardon me, sir? 

Mr. Contr. How many did you have participating in the Rate 
case ? 

Mr. Warsvrton. In the parcel-post-rate proceeding, sir, we had 
two attorneys who actually conducted the day-to-day case. I should 
indicate this to you in order to give you a fair picture, that Mr. Mein- 
inger and Mr. Levin, who is now not with the Department, did the 
day-to-day conduct of the case, but they reviewed almost daily with 
myself and Mr. Doyle, for example, and with Mr. Gillette’s people 
who served in great part as our witnesses. However the two at- 
torneys, Mr. Meininger and Mr. Levin, conducted the day-to-day pro- 
ceedings before the Interstate Commerce Commission. 

Mr. Conte. How many attorneys did the petitioners have? 

Mr. Warevurton. Twenty-four, I think. 

Mr. Mernincer. There were 24 attorneys for the protestants and 
there were 3 intervenors—3 attorneys for intervenors, I believe, for 
a total of 27. 

Mr. Con's. How about the Rate case before the ICC? 

Mr. Warsurton. The Lastern Railroad Mail Pay case that was 
terminated in 1958 ? 

Mr. Conte. That is right. 

Mr. Warsurton. We had five attorney on that, Mr. Conte. 

Mr. Meininger was one, who was in charge on behalf of our De- 
partment, and then we borrowed on a reimbursable basis from the 
Department of Justice four other attorneys. This, of course, was a 
point that I had not mentioned, and you have given me an oppor- 
tunity to indicate it to the committee, that if we are confronted with 
two railroad-mail-pay proceedings going on simultaneously, we may 
be in the same situation of having to get help for our Teal pleieiens. 


RAIL RATE INCREASES 


Mr. Conte. And on that 1958 railway mail proceeding the ICC 
granted them a 34 percent overall increase, or 37 percent ? 

Mr. Mernincer. Thirty percent overall. 

Mr. Conte. The petitioners had petitioned for what percentage of 
an increase ? 

Mr. Mernincer. Approximately 70 percent. 

Mr. Contr. And, how about the other cases? You mentioned the 
fact that there were some other cases resolved. How about the West- 
ern case ? 

Mr. Metnincer. I might say, sir, that the H'astern Mail Pay case re- 
ferred to by Mr. Warburton was initiated in July of 1956 and it was 
followed shortly by an application by a group of, I believe, approxi- 
mately 18 railroads in the southern region, and in the following year, 
in about February, by an application filed by a larger number of 
western railroads. 

Now, the Hastern case, as Mr. Warburton said, was concluded ap- 
proximately in August of 1958, but the relief became retroactive to 
the date of the initial application. 
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Although the relief was granted in terms of a somewhat lesser per- 
centage for the past period—lesser percentage of increase—the overall 
30 percent was applicable to the future, and that rate level is now in 
force with respect to the eastern carriers. 

The cases involving the southern and western railroads were sub- 
mitted on a somewhat accelerated basis as a result of agreements un- 
der which the Post Office Department for the purpose of settlement 
of those proceedings did not contest the application of certain per- 
centage increases to the pay of the southern and western railroads. 

My recollection is that the southern railroads received an increase of 
about 13.5 percent for the future, but that amounted to a net of about 
7 percent because of the adoption by the Interstate Commerce Com- 
mission of a space-used system which had the effect of cutting down 
payments for unused space. 

Similarly, in the case of the western railroads there was a prescrip- 
tion of an increase of about 7.5 percent for the future, coupled with a 
prescription of a space-used method. 

In that connection the western railroads received an increase of ap- 
proximately 7.5 percent net, effective July 1, 1957. 

Mr. Conte. You have here a statement in respect to the western 
railroads reflecting an increase of about 5.6 percent. 

Mr. Merntncer. That was a proceeding which followed, bearing in 
mind that the western railroads’ level of pay was approximately that 
much lower than the level of pay received by the southern railroads, 
by virtue of the fact that the western railroads had already been on 
a space-used basis, and that was formerly by contract, and that basis 
was formally prescribed by the Interstate Commerce Commission, 
together with a 7.5-percent increase. They sought in effect the 
southern level of rates in the Department, and presented cost data 
showing costs substantially in excess of that figure. That was also 
handled on the basis of “no contest” by the Post Office Department. 
So, we now have two levels of rates, one the eastern level, and one the 
western and southern level, but as indicated in Mr. Warburton’s 
statement, by virtue of this application filed only as recently as De- 
cember 28, we are confronted with a demand for an unknown quantum 
of increase inasmuch as the application does not specify the amount 
of increase which presumably would be effective from and after or 
on and after the date of the application in the event of the Interstate 
Commerce Commission should accept the invitation of the southern 
applicants to raise their pay. 

Mr. Conte. That would be true also of the eastern applicants, 
would it not? 

Mr. Warsurton. We expect so. 

Mr. Mernincer. We understand that a request has been made by 
the eastern applicants—not formally with the Commission, but in- 
formally to the Department—for our acquiescence to an increase, 
and my understanding is the Department has not agreed to consider 
any increases in relation to the East and West, indicating that there 
will be contested adversary proceedings before the Interstate Com- 
merce Commission on the southern application and any future eastern 
application that may be filed. 
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Mr, Conte. Mr. Warburton, in regard to the trucks you are usin 
‘s rg _ system, do the truck rates or charges have to be sane 
Mr. Warsvrton. No. These are not before the ICC. 

Mr. Conte. All star route contracts? 

Mr. Warsurton. Star route contracts on a bidding basis. 

Mr. Mernincer. Bidding and normal procurement requirements. 

Mr. Conte. You mentioned that your office handles real estate agree- 
ments, contracts, sales, and acquisitions of land, and so forth. 

Mr. Warsurton. That is right. 

Mr. Contr. Do you farm that work out to local attorneys? 

Mr. Warsurton. No. Our 33 attorneys handle all the legal work 
for the Department, including real estate work. 

Mr. Gary. Will the gentleman yield? 

Mr. Conte. Yes. 

Mr. Gary. You do not do title work ? 

Mr. Warsvurton. No, we do not do the title work itself. The title 
work is done by the U.S. Attorneys through the Department of Justice 
procedures. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


RELIEF FROM LIABILITY IN MOTOR VEHICLE ACCIDENTS 


Mr. Contr. Mr. Warburton, I notice you recommend a bill that 
passed the House, and which I strongly support, relieving Govern- 
ment employees of personal liability for injury resulting from motor 
vehicle accidents arising in the course of official duty. Do you have 
any idea as to what that bill would cost ? 

Mr. Warsurton. Our Department has supported this legislation 
for the last 6 or 7 years. We developed that kind of information when 
we made our presentation to the committee in the last session. May I 
secure that and submit it for the record ? 

Mr. Contr. Fine. 

(The information referred to follows :) 


The following testimony was given before Subcommittee No. 2 of the House 
Committee on the Judiciary on March 18, 1959: 

“We have no reliable estimates to effer to the committee concerning the pos- 
sible increase in cost under this bill [whose identification is H.R. 3238]. A 
year or so ago [in late 1957 or early 1958], a very general survey of private 
relief bills introduced in the past several Congresses indicated that judgments 
in the neighborhood of $20,000 have been obtained against drivers of postal 
vehicles. There may have been some unreported instances and there may have 
been some instances where the employee-driver has used his own money to 
settle a claim prior to the time suit was filed. However, we doubt seriously 
that the cost to the Post Office Department will exceed $25,000 a year. Even 
so, it is the policy of the Congress, as announced in the Federal Tort Claims 
Act, that the Federal Government, and not the employee, will be responsible to 
private individuals for damages suffered by them as a result of the accidents 
caused by the negligence of Government employees while acting within the scope 
of their employment. We have been unable to have claimants channel all their 
claims under the Federal Tort Claims Act. This bill will do this and will, we 
believe, afford complete relief to our postal employees.” 
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ADMINISTRATIVE SETTLEMENT OF CASES 


Mr. Conte. Have you found that by increasing the amount of limi- 
tation on administrative settlement of cases that you have been able 
to settle more cases? 

Mr. Warsurton. We have not been able to make a determination on 
that. We began applying the new ceiling as of September 9 of last 
year and have not had enough experience to know how helpful it will 
be to us. We would hope it will be helpful to us, that little additional 
ability to negotiate. We think it will be helpful. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


OBLIGATIONS AND NUMBER OF POSITIONS 


Mr. Grutetre. Mr. Chairman, in connection with the appropriation 
for “Administration, regional operation, and research,” may I sub- 
mit one chart for the record entitled “Administration, Region Opera- 
tion and Research Obligations,” which constitutes simply a summary 
of the appropriation and would be useful reference to the committee, 
and another chart on personnel position in this appropriation. 

Mr. Gary. It will be placed at this point in the record. 

(The charts above referred to follow:) 


Post OrricE DEPARTMENT 


Administration, regional operation, and research obligations 


[In thousands] 











Activity 1959 actual 1960 1 1961 Increase, 

estimated estimated 1961/1960 
Executive direction and administration-_----..- $15, 562 $16, 796 $16, 972 $176 
Ficld inspection service. ..............--...-.-- 13, 079 13, 916 14, 664 
DE cs ictncnicoamiaraneneet 34, 577 35, 863 36, 648 785 

Contract research, development, and engineer- 

REE eee i SO 4, 869 5, 500 BN ti idacdddienncs 
| | ee eee it AR Ee nA: RR 
Total comparative obligations...........- 68, 117 72,075 73, 700 1, 625 

















1 Based on 1960 current appropriation. 
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Administration, regional operation, and research 





Number of positions 





Account 
1959 actual | 1960 estimate | 1961 estimate |Decrease (—) 
1961/1960 





Executive direction and administration: 


























Postmaster General. ..........-...-.----... 77 79 
Headquarters Services. .......-.-...-.----- 118 117 
Bureau of Personnel..........-.---..-.----- 94 94 
SL 5 ee eS ee 67 69 
Chief Postal Inspector... ..............-.<< 118 124 
Internal Audit (headquarters) -.........-..- ll 12 
Bureau of Operations. -.........-......--.. 200 197 
Bureau of Transportation. ..............-.- 101 108 
Bureau of Finance-_--.----.-- 314 305 
Bureau of Facilities. ......-- 157 158 
Research and Engineering-.. 130 129 
Subtotal, headquarters._...........-..--- 1, 387 1, 392 
Intermal Audit (000G)< .. ...ccnc.cccncce scone 95 107 
Money Order Oeiiter...... .occcsccccnancoaen 297 300 
Subtotal, executive direction and admin- 
Ta ER AEN RCE a INET! 1,779 1, 799 1, 806 7 
Field Inspection Service: 
Inspectors 925 978 978 
_ 415 425 425 
ee ae ee ee 1,340 1, 403 ky) Sere een 
EE Te: 1 4, 706 4, 787 4, 772 —15 
TONS 6c cadence pilernseeinaneneee 7, 825 7, 989 7, 981 —8 




















1 Includes 32 postal equipment technicians transferred from “‘ Facilities,’ July 1, 1959. 
Executive Ditrecrion AND ADMINISTRATION, HEADQUARTERS 


Mr. GittettTe. Also, might I suggest that perhaps it would be ac- 
ceptable to you to have submitted the justification on pages 11.3 and 
11.4 of our justification, which describes the first account in the “Ad- 
ministration, regional operation, and research appropriation; namely, 
“Executive direction and administration, headquarters.” Those are 
pages 11.3 and 11.4, just the text. 

Mr. Gary. Very well. 

(The material referred to follows :) 


Executive direction and administration relates to the management of the en- 
tire postal service. The estimate provides for the salaries, travel, and related 
expenses of all personnel in the headquarters at Washington, D.C., including 
personnel costs of the Office of Research and Engineering. It also provides for 
certain expenses directly related to, and controlled by headquarters. These are: 

1. Expenses of departmental representatives to meetings of the Interna- 
tional Postal Congresses. 

2. U.S. share of costs of maintaining the office of the Universal Postal 
Union at Berne, Switzerland; the Postal Union of the Americas and Spain 
at Montevideo, Uruguay; and the Post Office Department’s share of the ad- 
ministrative cost of the Air Coordinating Committee. 

3. Operating expenses applicable to headquarters including rental of tab- 
ulating and office equipment, contractual services, equipment repairs, pro- 
curement of office supplies, furniture and equipment, printing and reproduc- 
tion (primarily for headquarters use), and communication. 

4. Payment of compromise settlements and damage suits and adminis- 
trative settlement of claims not exceeding $2,500 under the Federal Tort 
Claims Act. 
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5. Payment of the fidelity bond premium of all bonded employees. 

In 1961 it is estimated there will be a net increase in this account of $93,000. 
Personal service costs will increase $106,359 to provide for within-grade promo- 
tions and other personnel transactions. Travel, the contributions for group 
life insurance and retirement, and social security taxes will increase $10,641, 
and $95,000 is required as the estimated cost of health insurance. An additional 
$161,000 is estimated for headquarters services to provide for increased costs of 
equipment rental and communications, and for supplies and equipment. The 
continued trend of increased numbers of claims and higher average award will 
require an increase of $100,000 for damage claims. These increases will be 
partially offset by the reduction of $380,000 applicable to the biennial payment 
of the employees fidelity bond. 

Mr. Gitterre. I think we previously submitted page 10.2? 

Mr. Gary. Yes, that was put in. 

Mr. Grtetre. Off the record. 

(Discussion off the record.) 

Mr. Gary. We will be glad to hear from Mr. Sponsler at this time 
with reference to the item of executive direction and administration, 
headquarters. 

Mr. Sronster. I am talking about the item which appears on 
page 11.2 and the top of page 11.3, totaling $14,429,000 for fiscal year 
1961. This represents an increase of $93,000 over the amount bud- 
geted for this purpose in fiscal year 1960. This $93,000 is a net figure 
resulting from a reduction of $380,000 for fidelity bond premiums 
which will not be payable in fiscal 1961, offset principally by increases 
which are largely uncontrollable, as follows: $106,359 for automatic 
step increases in salaries; $100,000 for damage claims referred to by 
Mr. Warburton; $95,000 for health insurance as required by the act 
passed last year. 

And $145,000 for rental of equipment at headquarters with which 
to discharge our accounting responsibilities, principally in the mainte- 
nance of our property inventory. 

There is a net nominal decrease of eight in the total number of 
headquarters and regional office positions combined as shown on 
page 10.3. This isa summary. 

Mr. Gary. Thank you, Mr. Sponsler. Are there any questions 
with reference to that statement? That completes administration 
and regional operation. What about your research activity ? 

Mr. Giuuette. This will be discussed separately by Mr. Plummer 
later in the hearings, when he will also discuss research included in 
the postal modernization program. 

Mr. Gary. The committee will adiourn until 10 o’clock tomorrow 
morning, at which time we will consider the Inspection Service. 
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Wepnespay, January 13, 1960. 


Frevp Inspecrion SERVICE 


WITNESSES 


DAVID H. STEPHENS, CHIEF POSTAL INSPECTOR 
EMMET E. HARDING, DEPUTY CHIEF POSTAL INSPECTOR 
STANCIL SMITH, DIRECTOR OF INTERNAL AUDIT DIVISION 


Mr. Gary. The committee will come to order. 

This morning we continue our hearing on the administration, re- 
gional operation, and research appropriation; and at this time we will 
consider the inspection service. We are pleased to have Mr. Stephens, 
the Chief Postal Inspector, appear before us. We are always homens 
to have Mr. Stephens before the committee and to hear from him on 
the Inspection Service and Internal Audit. 


STATEMENT OF CHIEF POSTAL INSPECTOR 


Mr. Strernens. Thank you, Mr. Chairman. 

If I may I would like to introduce my associates, Mr. Emmet E. 
Harding, Deputy Chief Postal Inspector, and Mr. Stancil Smith, 
Director of the Internal Audit Division, and Mr. Paul Andrews, as- 
sistant to the Chief Inspector. 

The request of the Bureau of the Chief Postal Inspector provides 
funds for the payment of salaries and related expenses for the present 
complement of the Service. Increases relate entirely to the full year 
effect of carryover costs such as mandatory step increases. 

Expanded programs in the areas of criminal investigations, partic- 
ularly those pertaining to mail loss, mail fraud and use of the mails 
in the sale of obscenity and pornographic material have produced 
tangible evidence of real progress reflected in an all-time high in the 
identification, apprehension, and conviction of major dealers in ob- 
scenity, a 28 percent increase in mail fraud prosecutions, and a record 
4,230 arrests for various types of mail thefts. Overall, 8,859 arrests 
were made in fiscal year 1959 for various postal violations, a record 
high for the sixth consecutive year, and a 7 percent increase over 1958. 
It may interest the committee to know that the total arrests for postal 
offenses have more than doubled those of 14 years ago, and the in- 
crease has been constant each year. <A total of 77,500 criminal investi- 
gations were completed during the year. and manpower assigned to 
this work on a continuing basis is the highest of record. Approxi- 
mately 71 percent of the criminal cases developing during the year 
were concluded within that period, reflecting what is regarded as a 
quite satisfactory situation, considering that some cases such as mail 
fraud and major robbery cases frequently require months to develop 
and pursue leads involving the many who may be suspect, and to com- 
plete all prosecutive actions where such are involved. 

The pattern of a rising crime index generally applies equally to 
postal offenses and will require our best efforts to establish and main- 
tain realistic priorities for the timely accomplishment of this work. 
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A highly specialized plan for the handling of a mounting volume 
of major mail frauds was implemented and described to this com- 
mittee 3 years ago. This program is nationally coordinated to facili- 
tate the best use of investigative manpower, and the identification of 
promoters who operate under various individual and organizational 
names and who move between court jurisdictions frequently. Many 
of these cases are involved and time consuming, but they represent 
schemes which annually defraud the public of many millions of dol- 
lars. Notable among cheese recelving special attention were advanced 
fee rackets, vending machine, and various work-at-home schemes, 
savings and loan swindles, and false merchandising promotions. 

The special mail fraud investigation program contemplates con- 
tinuing liaison with the Attorney General and his U.S. Attorneys 
throughout the country. This system of coordination is proving to be 
one of the most effective and productive programs ever adopted. 

The Postmaster General’s program to clean the mails of the huge 
traffic in obscenity and pornography received intensive investigative 
attention within the past year with the result that 281 major dealers 
in obscenity were identified, apprehended, and convicted. In three 
simultaneous raids made in New York City three well known offenders 
were arrested and 15 tons of obscenity seized. Raids of similar nature 
are being made with increased frequency. The campaign is gaining 
momentum in proportion to public awareness of the seriousness of the 
problem. Public Law 85-796 enacted by the 85th Congress, enabling 
prosecution of the mailers of obscenity at points of delivery, has 
proven exceptionally helpful. The new law is resulting in convictions 
at points of delivery of some of those who have escaped action in cer- 
tain cities where mailings have been made. 

The theft of mail from residence receptacles and the forging and 
cashing of money orders, checks, and other negotiable paper removed 
from the stolen mail has been mentioned in previous reports as one 
of the most serious and ever-increasing offenses confronting us. Much 
emphasis was placed on this program in the past year with a 10 per- 
cent increase in arrests. A substantial portion of these offenders in 
the larger cities are drug addicts whose mail thefts provide the funds 
to supply their narcotics purchases. In New York City 37 percent of 
those arrested for theft of mail in 1959 were drug addicts. Close, and 
we believe effective, liaison is maintained with the Bureau of Narcotics 
in connection with these latter cases. ‘ : 

Money order thefts and forgeries continue to be a major problem, 
but we are pleased to report a dramatic decrease in the number of 
cases issued within the past year. While a considerable number of 
money orders were stolen incident to post office burglaries by organized 
groups, prompt identification and early apprehensions, together with 
the recovery of stolen money order forms, fortunately resulted in each 
major case. These cases, as in certain of the other specialized pro- 
grams, are being coordinated nationally, enabling quick identification 
of offenders operating through several divisions and occasionally 

across the entire country. These cases are regarded as of the utmost 
importance to the Department and the public, particularly banks and 
other financial institutions, and merchants. Continuing emphasis on 
and priority to this type of work is contemplated. 
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In close technical support of field investigations, identification lab- 
oratories were called upon for expert testimony in 40 percent addi- 
tional cases to those handled in 1958 pertaining to burglaries, for- 
geries, explosives, poisons, and other nonmailable matter. Without 
exception the trials have resulted in convictions. 

One of the basic and long-established responsibilities of the Postal 
Inspection Service is the periodic inspection and financial examination 
of all postal installations. Substantial progress has been made in 
adopting a program which will be the most beneficial as a means of 
reporting to management, at its several levels, on actual conditions, 
while at the same time determining that revenues are being properly 
accounted for, that appropriated funds are being conserved and 
properly expended and that public complaints requiring investigative 
attention are handled in timely fashion. 

The present streamlined financial plan of the Post Office Depart- 
ment has relieved postmasters and their staffs of a large amount of 
voluminous and costly paperwork and reporting formerly required. 
At the same time the len quite positively contemplates that added 
reliance will be placed by regional controllers and the money order 
center upon the site examinations made during inspections as a means 
of establishing periodic, financial cutoffs to which positive audits may 
be made. Many of the original documents supporting such impor- 
tant revenue items as second class and permit imprint mailings and box 
rents now remain in the post office and are examined only during 
audit inspections by postal inspectors. Close liaison with regional 
controllers relative to various financial items to which they desire 
special attention is proving effective from the standpoint of economi- 
cal, essential verification of questioned items, and in establishing ac- 
ceptable controls. 

In addition to the examination of financial items, inspectors verify 
a variety of records, systems and procedures to determine whether 
management regulations are being observed and deficiencies and ir- 
regularities are being properly reported to management. Any num- 
ber among a possible 200 items may require verification, documenta- 
tion and report, including the legitimacy and accuracy of volume and 
production records and reports, care and handling of registered, in- 
sured, and COD mail, the use of sick leave, the reporting of absences, 
and the handling of mail loss and damage reports and claims, among 
many others. 

The object of the annual or periodic inspection reports is to provide 
administrative officials and regional management with dependable, 
impartial, and — advice on conditions and needs and to point u 
those areas at which special, on-the-spot attention by field officials 
may be deemed essential. Systematic use of these inspection reports 
eliminates the need for costly travel and expenditure of time by ad- 
ministrative officials to determine points at which management serv- 
lees may be needed and at the same time provides a means by which 
regional and departmental management may evaluate its operation. 

Greater, systematic use is being made of inspection reports, with 
attendant elimination of overlapping travel, than at any previous 
time. Close liaison with operating officials on matters on which they 
desire specific information is resulting in refinements in reporting and 
more timely attention to urgent matters. 
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A total of 41,161 audit inspections of post offices and other instal- 
lations were accomplished in fiscal year 1959. 

The transfer of accountability for funds, postagestock, property and 
supplies at 2,000 post offices was accomplished by inspectors incident to 
completion of required ee character and suitability in- 
vestigations of designated acting postmasters. This coordinated plan 
is designed to avoid repeat ctavel to the area and is important particu- 
larly in those frequently remote areas to which travel is a substantia] 
item of expense. 

Major operating problems on which investigative attention is re- 
quested by management increase in proportion to mail volume and 
population. These cases usually entail extended observations, inter- 
views, documentation and comprehensive reports as distinguished from 
those day-to-day operating problems which field management handles. 
They are scheduled on a priority basis as determined in collaboration 
with the operating bureaus concerned. 

The inspection of motor vehicle utilization, facilities, garages and 
supplies is receiving added attention under an expanded and special- 
ized program initiated under guidelines established in collaboration 
with responsible management bureaus and in line with needs pointed 
up by a special consultant report covering the vehicle service of the 
Department. Results to date provide convincing proof of the need for 
this area of systematic inspection. 

During postal fiscal year 1959, 3,715 investigations of motor vehicle 
and personal injury accidents were initiated. With the trend toward 
awarding larger settlements, especially in personal injury cases, ac- 
curate and dependable investigations of these cases are of utmost im- 
portance in the protection of the public interest. The investigations 
develop information for defending suits against the Government under 
the Federal Tort Claims Act, for settling claims, and for prosecuting 
claims by the Government against private parties for damage to Gov- 
ernment property. In 178 major suits against the Government, evi- 
dence was developed which permitted mitigation and settlement for 
$5% million less than the aggregate amounts demanded by plaintiffs. 

Postal inspectors recovered during the past year in excess of $737,000 
in cases involving mail theft, burglary, forgery, and embezzlement. 
These funds were paid over to the United States and to the public. 

In the important area of bureau responsibility for liaison with the 
Department of Defense on military mail matters, a joint new agree- 
ment was effected during the last fiscal year. The objective was a better 
definition of specific areas of responsibility and closer coordination on 
all items pertaining to postal service for the Armed Forces. 

While the number of actual cases issued in the past fiscal year was 
less than the estimate submitted to this committee during hearings— 
largely because of a policy of not issuing cases where collateral items 
may be covered under a parent case to reduce paper work, still a sub- 
stantial backlog of work was carried over and some investigations and 
reports thereof were delayed longer than is desirable. However, this 
situation is receiving supervisory attention and with the added assist- 
ance which this committee and the Congress authorized last year we 
are improving the situation cited and hope to make substantial 
progress during the remainder of the current and next year. 
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INTERNAL AUDITING 


Last year the Congress authorized employment of 17 additional in- 
ternal auditors, thus increasing the ceiling from 102 to 119 positions. 
As of December 31, 1959, eight of the newly authorized auditors had 
been recruited, bringing the total staff to 110. The Division has suc- 
ceeded in maintaining its high professional standards and about 30 
percent of the staff hold CPA certificates. : 

During the fiscal year 1959, the Department’s internal audit pro- 
gram was broadened and made more comprehensive. Beneficial use 
was made of the vertical approach to internal auditing wherein simul- 
taneous examinations are made of a particular activity or function at 
headquarters and at selected field installations. The more important 
findings and recommendations are summarized for management re- 
view and action in a composite report. 

Vertical type audits or special studies were performed of a number 
of functions during the fiscal year and timely reports issued thereon 
enabled headquarters or regional management to take prompt correc- 
tive action, when needed. Examples of some of the functions or prob- 
lem areas reported upon are: Submission of information returns to the 
Internal Revenue Service; controls over “not issued” or spoiled money 
orders; invalidation of disbursing documents; revaluation of inter- 
national reply coupons; reconciliation of and controls over surety 
claims; payment of State and local gas and sales taxes; and controls 
over cash, checks and miscellaneous collections received in regional 
controller offices. 

Internal audits were made of the principal functional areas in most 
of the regional controller offices during the fiscal year 1959, including 
centralized payrolls, general ledger accounting, motor vehicle services, 
miscellaneous disbursements, postmasters’ statements, and surface and 
airmail transportation. In addition, audit activity and service to 
procurement and contracting officials under cost-type contracts in- 
creased considerably during the year. Onsite audits are being made at 
contractors’ plants. 

Audits of post offices continued to be carried out as a part of the 
annual or periodic inspections made by postal inspectors. Through 
continuous interchange of information between postal inspectors and 
internal auditors and joint consideration and evaluation of particular 
audting and operating problems, the Bureau has been able to strength- 
en audit programs and attain better results at all levels of organization. 

Mr. Gary. Mr. Stephens, that is an excellent report of the work of 
your organization. I know that you have a very efficient organization 
and that you are doing a very fine job. 

Mr. Stepuens. Thank you, Mr. Chairman. 


Division oF Work Between CrIMINAL AND NoncrIMINAL MarTrers 


Mr. Gary. What part of your work is in criminal matters and what 
part is in noncriminal matters? 

Mr. Srepnens. Mr. Chairman, it is rather difficult to give you 
an accurate figure as to the percentage of work that might be termed 
criminal and noncriminal, because it fluctuates widely. Many of the 
criminal investigations grow out of investigations of what may first 
appear to be noncriminal-type cases. For instance, in the course of 
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inspections we may develop evidence not only of some financial irregu- 
larity in the accounts of a post office, but it may be indicated that 
the irregularity extends to other areas requiring further investigation; 
those cases then may develop into criminal-type investigations. 

The best I could tell you is this: I believe that probably well in 
excess of 45 percent of the work is criminal on a more or less con- 
tinuing basis. Some 40 percent of it relates to financial examination, 
inspection of post offices and other installations, including the airmail 
service and the postal transportation service; and the remainder would 
pertain to casualties, major operating problems, and accidents. The 
type of miscellaneous investigations which are more or less time 
consuming and continuing relate to special operating problems. 

Mr. Gary. Notwithstanding the alarming situation which you have 
disclosed and which the Postmaster Genera] disclosed several days ago 
with reference to the increase in crime in the handling of the mails— 
and we all recognize there has been this increase as well as the increase 
in your duties under the program to combat indecent and porno- 
graphic literature through the mails—you are still using less than 
50 percent of the time of your bureau on criminal matters. Is that 
correct ? 

Mr. Sreruens. I say on a continuing basis we may be, that is, day 
after day. But I say that in a large percentage of cases there are 
areas of criminal investigation. For instance, a territory inspector 
charged with responsibility for cases developing in maybe two or three 
counties and whose work is not charged to criminal work as such, at 
the same time develops a considerable number of criminal cases— 
maybe the destruction of mail, or lack of protection of mail, or bur- 
glaries, and so forth. These are worked in connection with his other 
work. So although it is difficult to give you and this committee an 
accurate breakdown of the amount of time we spend on a category of 
work, with respect to criminal work we devoted more time last year, 
assigned more manpower, had greater coverage, and made more arrests 
than at any time in history. 

So we are trying to use our force to the best possible advantage, de- 
pending on the urgency of the criminal work and the types of cases 
they might be, to give adequate protection also in matters relating to 
public revenues, public complaints, and possible misuse of ap- 
propriated funds. These, of course, are regarded as high priority and 
very important cases, too. 


QuESTION OF INSPECTION SERVICE OPERATING IN MANAGEMENT FIELD 


Mr. Gary. Do you not think now that since the Department has 
decentralized and regional offices have been established, a great part 
of your duties in management matters ought to be transferred to those 
regional offices ? 

Mr. Steruens. I do not think so, Mr. Chairman, and I would like 
to discuss it with you. I think it is important that we do discuss it. 

In the first place, I think it is important to recall and review the 
fact that when regionalization was being studied and when it was 
finally implemented, at no time was it contemplated that regionaliza- 
tion of management would have any material effect upon the Inspec- 
tion Service. When regionalization as such was placed into effect we 
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already had the Postal Transportation Service and the Controller’s 
organization in the field. The major change as far as management is 
concerned was to decentralize the Bureau of Operations. It was 
conceived then and has proven since that time that the major change, 
so far as we are concerned, is that instead of going to Washington in 
all cases, some reports now go to regional managers. We are still 
operating in essentially the same areas as before regionalization. 

Mr. Gary. That is the point I am making. Here we have set up 
regional management to look after the administrative cperations of 
the Post Office, and yet your duties in the Inspection Service have not 
changed one particle. My point is: If you have proper management 
you do not need as much inspection in administrative matters as you 
did before. In criminal matters, I think you are doing an excellent 
job, but I think you are having duties thrust upon you that you should 
not have, that should be performed by regional management. 

Mr. Srepuens. I should like to point out that although you fre- 
quently hear the contrary, there is no branch of the postal service that 
has been so rigidly prohibited from engaging in management as has 
the Inspection Service. The facts are that regulations specifically 
prohibit the inspection service from engaging in management. So, 
with regionalization they did not take over and could not logically 
take over any substantial amount of work that we did before. 

I do not want to say that there were some day-to-day problems, 
such as inquiries into rural routes—determining whether rural routes 
should be consolidated ; that, being in the field, we did for the Bureau 
of Operations. 

Since regionalization, there has been review by a number of groups 
to see whether we have retained any of the work that local manage- 
ment could do. Much of that day-to-day work, if not practically 
all of it, has been absorbed by regional management. Any examina- 
tion of our work will reveal that the cases of this type that we handle 
are special problem cases; cases in which there is local controversy. 
I might say to you, frankly, that there are frequently cases in which 
the Congress has requested a separate report, or the Department 
requests a separate report in order to get all sides of the picture. 
These are not the sorts of cases that management could handle un- 
less regional or departmental management establish and set up an in- 
vestigative group of their own. 

Mr. Gary. It is not a question of setting up another investigative 
group, but rather of having an advisory administrative group to 
handle these matters. Do you not think it is more important for your 
inspectors to be handling criminal cases, which are increasing, than to 
go out and swear in al] the new postmasters in the United States? 

Mr. Sreruens. Yes, 7 do; and the swearing in of postmasters is 
a very incidental and insignificant part of our work. — 

Mr. Gary. But you assign an inspector, every time a new post- 
master is installed, to go swear him in. Would it not be better for 
management to swear him in, because when one of your men swears 
him in, that, to a certain extent, puts the postmaster under inspection 
whereas he should be under regional management. 

Mr. Srepnens. I cannot agree with that, Mr. Chairman, and I 
would like to explain a little about that. 
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The swearing in of the postmaster is a very incidental part of the 
work the inspector performs incident to the transfer of the post 
office. 

Mr. Gary. But that isa management duty. You will agree to that? 

Mr. Sreruens. I do not know that it is properly a management 
duty. Here is what I think it primarily relates to. In the first place, 
we make an investigation—a preinstallation investigation—of the 
eligibility, suitability, and community acceptance of the designated 
acting postmaster. It is purely investigative and has to be done with 
considerable care. If the investigation is favorable, then the transfer 
of the post office is started. The transfer of the post office entails a 
considerable amount of work. It involves the auditing of accounts 
in order that the outgoing postmaster’s interest and the interest of 
the post office may be protected. And it is of interest to the incoming 
postmaster. There is the transfer of supplies and equipment which 
he must accept and assume responsibility. So, the incoming post- 
master signs for it and assumes responsibility. The oath of office is 
quite closely related, I believe, to the functions of the inspector in 
making these transfers. 

Now, so far as the oath of office is concerned, I do not believe—per- 
haps I should not speak for the Department, although this has been 
quite thoroughly studied by the Department—I do not think it would 
be feasible in any manner, except perhaps in the larger cities, to have 
anyone else visit the community specifically for the purpose of admin- 
istering this oath, which is usually an informal matter, no matter 
how important it is. 

Mr. Gary. Do not the regional manager and his staff have to visit 
these offices frequently ? 

Mr. Steruens. They visit some of them frequently, but I think they 
visit a great many of them infrequently. 

Mr. Gary. Could they not perform these swearing-in duties as well 
as your Bureau ? 

Mr. Srepnens. Undoubtedly they could. 

Mr. Gary. And that would give the postmaster the feeling that he 
was under the regional director rather than under the inspection 
service. 

Mr. SterHens. From my own standpoint—I am speaking candidly 
to you—I think it is a very small matter. I do not think the average 
postmaster sees any significance in who administers the oath of office. 

To answer your question: certainly the regions are free, within the 
limit of their manpower and time, to visit these offices at any time. 
We would not make a great point of this oath of office, Mr. Chairman. 


DUTIES CONCERNING DISCIPLINARY PROCEDURE 


Mr. Gary. After an inspection, if you find dereliction among postal 
employees, you not only submit the facts of your investigation, but 
you make recommendations as to what punishment should be meted 
out; is that not true? 

Mr. SterHens. To a degree. Derelictions on the part of postal em- 
ployees, of course, have to be quite thoroughly investigated. Under 
Civil Service requirements today these are not easy cases. 

Mr. Gary. I agree with that. 
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Mr. Sreruens. They have to be documented and quite fully sup- 
ported in every respect. At the end of a case of that type we make 
a recommendation, frequently after getting the opinion of the post- 
master and the local supervisor; outlining for the guidance of the De- 
partment what the postmaster’s opinion is as to disciplinary action. 

Mr. Gary. Do you not think that makes you both the prosecutor 
and the judge in that case ? 

Mr. Sreruens. No, sir. 

Mr. Gary. You bring the charges and then determine what dis- 
position shall be made, do you not ? 

Mr. STeruEns. No. 

Mr. Gary. Do you not think it is a matter for management to 
decide what the punishment shall be in such a case ? 

Mr. SrerHens. Unquestionably. I agree with that, and that is 
exactly the way it operates. Management is under no obligation to 
follow our recommendations and occasionally they will not. We 
merely submit what we believe, in or opinion, 1s appropriate action— 
our recommendation of what is appropriate action. 

Mr. Gary. Has there been any disagreement between your Bureau 
and management on those matters? 

Mr. SterHens. None whatsoever that I know of. I might qualify 
it to this extent, and I think that this committee should know of our 
purpose and plan in handling these cases. 

Over a period of years, to my knowledge there have been frequent 
complaints on the lack of uniformity in the imposition of penalties 
for derelictions, which might vary between areas. Under regional- 
ization, where perhaps 15 or more individuals would be deciding 
upon cases of this type, it was conceived early by the Department 
that they needed some means of periodically evaluating the uniform- 
ity or lack of uniformity between areas. It was unanimously decided 
by the staff of the Post Office Department—and I think each of 
them today would tell you, without trying to speak for them—that 
a plan be adopted which is entirely feasible and simple. We do 
keep a record for the Postmaster General and the top staff, of the 
disciplinary action recommended in major cases—not in routine cases, 
but in major cases—and periodically there is supplied for the Post- 
master General and his staff a sampling of the record in order that 
he may determine whether there is wide variance in the penalties 
imposed and whether they seem to be inconsistent with the evidence. 
Maybe occasionally—very infrequently—a case will develop in which 
some local official has taken action which has created local public 
controversy—possibly controversy between the Department and the 
U.S. attorneys—and we properly report those matters to the Post- 
master General. I can imagine that in the very few cases we have 
had of that type—and I say again they are few—that that system 
of control may irritate a few people, but I do not think it irritates 
the people who are responsible for the action in the Department and 
who have to take the criticism. 

Mr. Gary. It seems to me that detection of derelictions in the sys- 
tem are certainly an inspection duty, but that the meting out of 
punishment and the recommendation of what should be done is a 
management matter and it should be handled by management and 
not the inspection service. 
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Mr. SterHens. Unquestionably, and it is, Mr. Chairman. 

Mr. Gary. But you do make recommendations? 

Mr. Steruens. We make recommendations to management for their 
guidance. And I believe this has been proven in practice, that an in- 
spector who is going to expect a responsible management official to 
take action on his report should have the courage to make a recom- 
mendation and be on record as standing for what he believes should 
be done. And I can assure you, if those recommendations are not 
consistent with the facts they are carefully reviewed. Nobody is more 
rigidly supervised than our postal inspectors. I think they should 
stand up and put in a report, above their names as to what they be- 
lieve management should do. I believe it has a very beneficial effect. 


DUTIES REGARDING TRANSFER OF PROPERTY 


Mr. Gary. Who handles the transfer of property when a new post- 
master is sworn in ? 

Mr. Sreruens. The inspector inventories the property and de- 
scribes it for transfer to the acting postmaster who then assumes re- 
sponsibility for it. 

Mr. Gary. Do they make a subsequent check ? 

Mr. SrerHens. Sometimes. Normally inspectors revisit the post 
office within 90 days, or some such period of time, following installa- 
tion of the acting postmaster. This practice was born of long experi- 
ence, which dictated a need for somebody to verify with the post- 
master the manner in which he was keeping his accounts, the protec- 
tion he was giving to his revenues, and so forth. It is not a full- 
fledged inspection as such, but it is a verification which serves not only 
the interests of the Department in determining how the postmaster 
has assumed his duties and responsibilities, but it is a very real protec- 
tion to the postmaster. 

Mr. Gary. And you do not think that is a management problem? 
Do you really feel it is an inspection problem ? 

Mr. SrepueEns. It is essentially an inspection problem, but it cer- 
tainly serves management. 


SURVEY OF RURAL ROUTES 


Mr. Gary. Do the inspectors still survey rural routes? 

Mr. Sreruens. I would say they survey them only in the disputed 
or complicated cases where there may be, for instance, disputes be- 
tween communities as to boundaries, where there is a conflict of opin- 
ions. There may be occasional differences of opinion among post- 
masters, their staffs, and the carriers; or differences of opinion be- 
tween regional and departmental management. We handle some of 
these disputed or more complicated cases, but that is the type of work 
that we do very little of today in comparison to other work. We 
expect the regions in time to take over to a large extent. 

r. Gary. It seems to me that is a management problem. 

Mr. Sreruens. I think the work which we define here as our work 
is that which an inspection activity must do if it is to be effective. 
Certainly we do not want to take on, and we do not need, those manage- 
ment matters which management can handle. 
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SURVEYS OF SPACE AND EQUIPMENT NEEDS 


Mr. Gary. How much time are you spending on surveys of space 
and equipment needs? 

Mr. Stepuens. We have within the past year used probably the 
full time, if it is totaled, of some 30 people—maybe a little more than 
that, maybe 32. 

Mr. Gary. Our information is that you had 37 man-years on 4,012 
cases. Would that be substantially correct ? 

Mr. Sreruens. I think it might be, Mr. Chairman. I would like 
to say a word about that. 

Mr. Gary. Yes, I shall be glad to give you an opportunity to do so. 

Mr. Srepuens. I hear comments occasionally, mA they concern me, 
about the assignment of inspectors to these space investigations. 

As you know, the Department has been engaged in a major building 
en ae Many millions of dollars have been appropriated and are 

ing spent in that program. The initial step in any building pro- 
gram is that of determining the approximate amount of space for 
the approximate activities that will be conducted in these new build- 
ings. ‘That is one phase of the work. It entails the verification of the 
accuracy of volume counts, population, the number of industries, and 
the trends in the community. The determination should develop ac- 
curate information as to manpower currently used and whether the 
appropriation for that manpower is being properly expended, and all 
the details which would confront management in starting an opera- 
tion in a new building. 

Initially in the program there were a number of persons who per- 
formed this initial space determination. The postmasters did some 
of it; the field service officers did some of it in some cases, real estate 
people in others, and engineers in others. Then the Department 
found some conflicts between what they believed were vecaenaiie space 
estimates and the estimates determined by local people. It was 
decided by management that the work should be phased into specific 
areas of responsibility so that each phase could be laid positively at 
the door of whoever was charged with the handling of that work. 
It was considered that a completely independent evaluation should 
be made of phase 1 by the Inspection Service. Much of the data, 
much of the information, in that phase of the work are matters the 
inspectors are familiar with. They can get it in a minimum of time. 

We took over this work and it has, I believe, been the most satis- 
factory arrangement we have ever had. Let me say we did not staff 
for this work at all; we took it on in addition to our other work. We 
are now probably several thousand cases in advance of the local 
operation in construction. We are practically out of it and are assign- 
ing our personnel back to other jobs. 

Mr. Gary. When you take on a job of that kind and you do not 
staff for it, as you say, then you are taking your personnel away 
from criminal investigations; are you not? 

Mr. Srepnens. Not from criminal investigations in scarcely any 
instance; usually from survey work, the type of work most closely 
related to this. 

Mr. Gary. What does the regional office do? If you make all these 
investigations to determine space and equipment needs—and cer- 
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tainly the determination of space and equipment needed is an opera- 
tional and management job—if you do that, what need is there for 
the regional cffices ? 

Mr. Srepuens. In the first place, I think the initial step we take 
in this is closely related to our work. But the phase we do is the least 
time consuming. Beyond that the regional engineering and operat- 
ing people analyze the functions from the information we give them 
and decide what type of building vad will have. Then if they de- 
cide on a building, they advertise for bids, negotiate the contract for 
the building, and so forth. The major part of the work is done by 
the regions. This independent investigation is the initial step. 

Mr. Gary. Do the regional engineers have to pass on the work you 
do and evaluate or reevaluate your work ? 

Mr. Sreruens. They evaluate it to the extent of determining, for 
instance, whether they will put mechanization in the building and 
what effect that will have on the space determination. The space 
recommendations that we make are based on Department criteria as 
to the number of feet that would be used in certain circumstances. 
They will review that and adjust it according to their own planning. 


DELIVERY SERVICE 


Mr. Gary. What services do the inspectors render in determining 
the requirements to establish, extend, adjust, and discontinue delivery 
service ? 

Mr. Sreruens. Very little except in the disputed type of cases or 
special cases I mentioned relating to rural routes. That is among 
the type of work the regions have taken over for the most part. 

Mr. Gary. It seems to me that should be exclusively under the 
regional offices ? 

Mr. Sreruens. We would want to do as little of that as possible, 
Mr. Chairman. 

MANPOWER SURVEYS 


Mr. Gary. What can you tell us about your work in making surveys 

to determine manpower needs? 

Mr. SrerpHens. We have cases in the process of ‘investigation at 
ractically all times in the area of major manpower problems. We 
nave handled several such cases in the past year. We have a consider- 

able arrearage of that type of cases which management would like us 
to look into. We are trying to take them up on the basis of priorities 
which the Bureau of Operations has established for them. These, of 
course, are specialized surveys. They are largely investigative in na- 
ture. They entail around-the-clock observations and verification of 
many things. They may relate to evidence, in the hands of the De- 
partment, that there are unusual expenditures of allowances, which 
may suggest time card irregularities, improper use of leave, loitering, 
or many of the things that could enter into an abnormal and costly 
operation. These are the types of cases to which we assign a limited 
number of qualified investigators. 
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SPECIAL STUDIES 


Mr. Gary. And how about your special studies? 

Mr. Stepuens. Special studies are in this category of surveys, but 
we are occasionally asked to look into cases pertaining to unsatisfac- 
tory conditions existing around major rail terminals or mail airfields, 
or some unsatisfactory operation of mail routes, contract routes, spe- 
cial studies of that nature. 

Mr. Gary. Do you survey post offices ? 

Mr. Srepuens. Yes. 

Mr. Gary. Do you survey installation of work systems? 

Mr. StepHens. Only as a part of the inspection of post offices to 
ascertain the accuracy of volume records. 

Mr. Gary. Do you survey mechanization programs? 

Mr. SterHens. Very little 

Mr. Gary. Do you make personnel complement surveys ? 

Mr. Steruens. Only in special problem cases. The personnel com- 
plement cases, you may have in mind are perhaps these major surveys 
of post offices in which we make an estimate for management as to the 
overstaffing or understafling, delays of mail, and things of that kind 
that may apply in a special problem case. 

Mr. Gary. I cannot see why that is not the duty of management. 
It seems to me that you are spending a large part of your time han- 
dling matters that should be handled by management. 

Mr. Stepuens. I think it is unfortunate if you have that impression 
because the great majority of these cases are handled by management 
and these are, out of the total, a small percentage of cases in which 
special investigative type work is needed, and it can be very important. 

Mr. Gary. How much inspector manpower is devoted to this? 

Mr. Srepnens. In the overall, very little. We discussed with this 
committee a few years ago the recommendation of consultant groups, 
and even a committee of Congress on two occasions recommended 
that inspectors be assigned to make surveys of these larger offices 
where unsatisfactory and sometimes very serious conditions grew up. 

We have never been able to implement this program. So, the num- 
ber of cases that we are handling here is relatively small. They are 
cases that are quite important to the Department. 


EXAMINATION OF POST OFFICES 


Mr. Gary. What do these examiners do? You have the internal 
audit; you have the inspection of post offices; and then there are ex- 
aminers in the major post offices. What do they do? 

Mr. Steruens. Station examiners are employees of the postmaster. 

Mr. Gary. Do they do the same things your employees do? 

Mr. Sternens. No; they do audit the finances of the stations at- 
tached to a large post office. This is a long-established practice. 

Mr. Gary. I thought you had the responsibility for internal audit. 

Mr. Srepuens. We do the internal auditing. Until a coup'e of 
years ago, inspectors also made inventories of stations of post offices. 

A few years ago when we strengthened the station examiner system, 
we think very substantially, it was decided that in order to avoid 
possible unnecessary use of manpower or in any way to conserve 
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manpower, we would periodically visit a station in company with 
station examiners, instead of making our own audits of these stations, 
to determine the adequacy of that audit. 

If we believed that station examiners were adequately protecting 
the interest of the postmaster—and it is a matter of real importance 
to postmasters—then we submitted our report, and that completed 
the case. That is the system we are following now. 

So, there is substantially less manpower being used in the ex- 
amination of post office stations today than at any time in the past. 


FIELD SERVICE OFFICERS 


Mr. Gary. The Post Office Department discontinued the district of- 
fices and made field offices of them; they also investigate. 

Do they do the same investigations you do? 

Mr. Sreruens. I should say, Mr. Chairman, that investigation is 
not a part of the job description of field service officers and if they 
were, I would object to it. 

Mr. Gary. What do they do? 

Mr. Sreruens. I think Mr. Barnes can probably tell you about the 
functions of the field service officers much better than I, but I think we 
all know and should know that the principal duty of field service offi- 
cers is basically the distribution and routing of mail. 

Mr. Gary. Do you not investigate that ? 

Mr. Sreruens. We investigate special problems and we report de- 
lays that come to our attention, or where their attention may be in- 
adequate. 

Mr. Gary. Do not the field officers also do that ? 

Mr. Srernens. Well, I am sure they do, but I think there is a limit 
to their coverage. 

I think that in no sense are we performing the same duties now in 
reporting upon mail delays. Postal inspectors are rigidly required 
to be alert to the mishandling and mistreatment and delay of mail and 
to report it. We turn in hundreds of reports in the course of a 
month, which we believe the field service officers and other regional 
management as well as the Department should be informed of—pos- 
sibly to be given on the spot attention. 


INTERNAL AUDITING 


Mr. Gary. When the internal audit unit was first set up, it was 
put under the accounting oflice, was it not ? 

Mr. Steruens. The Bureau of Finance; yes, sir. 

Mr. Gary. Why was it transferred to the Inspection Service? 

Mr. SrerHens. Well, it was transferred for several reasons, pri- 
marily because it was thought that by the internal audit function 
being assigned to the Bureau of Finance, the Bureau was essentially 
auditing and reporting upon its own financial operations. 

Mr. Gary. Who reports upon your actions? 

Mr. Sternens. Who reports upon them? 
Mr. Gary. Yes, sir. 
Mr. StrerHens. We do not have any. 
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Mr. Gary. Who makes the internal audit of the Inspection Service? 

Mr. Srepuens. I would like to answer that. We make many of 
them ourselves, and the General Accounting Office makes others and 
they are constantly making them. 

Mr. Gary. But, if your organization includes the internal audit 
division, then you are making an internal audit of your own affairs, 
just as the General Accounting Office would be making? 

Mr. Srepuens. We are charged with no operating or financial 
responsibility. 

Mr. Gary. Do you not think it would be better to have the internal 
audit unit set up as a separate organization, reporting to the Post- 
master General ? 

Mr. Stepuens. No; I think it is essentially doing that now. We 
report to the Postmaster General and to no one else. 

Mr. Chairman, the Division of Internal Audit was transferred 
to the Bureau of the Chief Inspector with the knowledge of the 
General Accounting Office, which worked with us in the formation 
of the Division. It was urged by the House Post Office and Civil 
Service Committee, which made a special study of the matter. It 
was urged by a group of financial consultants who were in the De- 
partment. The plan that we have is one of the recommended plans 
of the General Accounting Office of associating inspections and in- 
ternal audits under the same head and same bureau. 

Very recently, it may interest you to know, the Director of the 
Bureau of the Budget, who I think is well known to be a nationally 
prominent accountant and who was head of an accounting firm, in 
addressing the National Conference of the Institute of Internal 
Auditors here, singled out the Post Office Department plan of associat- 
ing inspection and internal auditing under one bureau, as one of the 
best plans in the U.S. Government. 

We think we have a sound plan, Mr. Chairman, that is working 
well. It is a well-coordinated plan, and we are making substantial 
progress. I think internal auditors and all others alike will tell 
you that this is an excellent plan. 

Mr. Stancil Smith, the Director of Internal Audits, is here, and if 
you wish later to hear from him or from Mr, Gillette, who has a real 
interest in this matter, I will be glad for you to talk with them. 


CASELOAD 


Mr. Gary. I quote from your written statement, Mr. Stephens, as 
follows: 


While the number of actual cases issued in the past fiscal year was less than 
the estimated submitted to this committee during hearings—largely because 
of a policy of not issuing cases where collateral items may be covered under 
a parent case to reduce paperwork, still a substantial backlog of work was car- 
ried over and some investigations and reports thereof were delayed longer than 
is desirable. 

However, this situation is receiving supervisory attention, and with the added 
assistance with this committee and the Congress authorized last year, we are 
improving the situation cited and hope to make substantial progress during 
the remainder of the current and next year. 


Mr. Steruens. Yes, sir. 


Mr. Gary. I hope your supervisory attention there will be extended 
to a review of the cases themselves. We are told that the caseload 
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contains many cases which have been completed but in which reports 
have not been filed and, therefore, they are still carried as a part of 
the caseload ; and that the whole list of cases outstanding or the case- 
load as reported, needs a thorough check; that it is not altogether 
accurate ; and that it needs supervision. 

I hope you will extend this supervision toward that matter. 

Mr. Srepuens. I would like to say a word, if I may, about that, 
briefly. Let me say I know there are some cases in that category. 
It is something with which we live all the time, but I am in a position 
to tell you that there are not many. They are isolated cases. Under 
the pressures of work there is some percentage of people who do not, 
perhaps, return promptly those cases where no action is needed and 
where the case would be recommended for filing. They do not return 
them as promptly as they should, but this is something of which we 
are aware; and each division headquarters and each inspector in 
charge has a record of every case and it is an absolute requirement 
that they make periodic reviews to determine just the sort of thing 
that you mentioned. 

We adopted last year a plan for the annual inspection by the Bu- 
reau of each division headquarters, and these are among some of the 
things we found and we mentioned some of them to some of those 
who were recently inquiring into our services. 


SALARIES OF POSTAL INSPECTORS 


Mr. Gary. How does the average salary of postal inspectors com- 
pare with that of comparable investigative officers in other agencies 
of the Government? 

Mr. Srernens. I cannot give you the exact figures, but to answer 
the first part of your question, they are certainly less than the average 
salaries of the FBI and I think they are generally comparable to those 
of the Treasury units, particularly the Secret Service. 

We have different types of grades, but I would say that so far as I 
know they are comparable to Treasury. Our grades are established 
under Public Law 68, as you know, and each one of them is evaluated 
under the criterion of that salary law. 

Mr. Gary. Are the work rules comparable with respect to such 
items as compensation for overtime ? 

Mr. Steruens. No; they are not. In addition to the basic wage of 
the FBI, I happen to know that they are paid for overtime. We per- 
form lots of overtime, but we are not paid for it, and I would not pro- 
pose any such arrangement, either. 

Mr. Gary. The inspectors are not paid any overtime at all? 

Mr. Steruens. No, sir; inspectors are not, and neither do they have 
the benefit of the hazardous duty provisions of the Retirement Act. 
Mr. Gary. I have never heard of the FBI being paid overtime. 

Mr. Srernens. I do not know whether they are or not now, but 
they have been. 

Mr. Gary. I have never heard of it. 

Mr. SterHens. Oh, yes. 

Gary. It seems to me that we had that matter before our committee, 
and I used to be on that subcommittee. However, I think if they have 
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reimbursement for overtime, it has been since I left that particular 
subcommittee. 
Mr. Sreruens. I am not saying that I begrudge them in any way. 


ENTRANCE QUALIFICATIONS FOR POSTAL INSPECTORS 


Mr. Gary. Mr. Stephens, what are the formal qualifications re- 
quired for an entrance position as postal inspector ? 

Mr. Sreruens. The formal requirements? If you mean by that a 
degree, there are no formal requirements as such. 

However, inspectors must pass a special civil service examination. 
They are subject to periodic examinations throughout their careers; 
and many of our people, in addition to the internal auditors, have 
degrees in accounting, in law, in business administration. Under a 
current training program we have arranged, for those who wish to 
avail themselves of the opportunities provided, certain short courses 
in specialized subjects. 

Mr. Gary. How do these requirements compare with those for other 
investigators? 

Mr. Srernens. I do not think I can answer the question, Mr. Chair- 
man, but let me say in addition to the investigations of the type that 
some of the agencies make, our people have to examine all phases of 
postal laws and regulations; and the scopes of their duties are not 
comparable. 

r. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. Does the Post Office budget show the full cost of the 
inspection service ? 

Mr. SterHens. Yes, sir. 


ASSISTANCE RENDERED TO INSPECTORS BY POST OFFICES AND REGIONAL 
OFFICES 


Mr. Gary. How about the assistance from post offices and regional 
offices ? 

Mr. StepHens. Well, we have no assistance from regional offices. 
We do have, as I am sure you know, assistance from post office person- 
nel who aid in criminal work. Those are long-established positions. 

Prior to Public Law 68 they were known as depredation details. 
They were on the postmaster’s payroll, and they were engaged, large- 
ly, in making preliminary inquiries relative to reporting mail loss or 
damage, claims, and matters of that sort. 

Inspectors have to take into account repeated reports of loss or mis- 
treatment because they may relate to depredation work. 

So, it was determined long ago that it would be logical to have these 
men work in close association with the inspectors engaged in depreda- 
tion work. 

With the passage of Public Law 68, the Bureau requested that these 
positions be defined under a special title so that we could better identi- 
fy their activities; they were then designated as investigative aids. 
They are on the rolls of the postmaster and report administratively to 
him. They associate with inspectors in the type of work I have just 
described. 
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Then, we have, as we discussed with this committee on various oc- 
casions in appearances here, certain part-time stenographic assistance, 
that this committee urged us to employ, at some of the places 
where we do not have enough stenographic work to place a full-time 
employee on our rolls; but these are the only categories. 

Mr. Gary. Do these investigative aids and depredation details work 
entirely under your service? 

Mr. SterHens. They do not work under our department, Mr. Chair- 
man. They work closely with us, but they are paid by the Postmaster. 

Mr. Gary. They are on the Postmaster’s payroll, but they work with 

oul 

. Mr. Strernuens. Yes, sir; the time cards go to the Postmaster, but 
mostly they work with us; yes, sir. 


WORKLOAD OF INSPECTION SERVICE 


Mr. Gary. How is the workload of the inspection service computed ? 

Mr. SrepHens. Well, largely by use of the case record system. The 
principal purpose of the case records system is that of placing responsi- 
bility for investigations and keeping a record of case action within 
the limits of that case. 

Mr. Gary. What constitutes a case under your system ? 

Mr. Steruens. Well, it is an investigation that has been ordered on 
a specific subject. It may be alleged mistreatment of letters addressed 
toa complainant, or an alleged forgery of a money order. 

Mr. Gary. Suppose 10 or 15 employees are found to be involved 
in a single depredation offense; is that counted as 1 case? 

Mr. SterHens. It is counted usually as one case, to the extent that 
we can do so, and still identify the operation and the offense. 

Sometimes we will have to issue a series of cases, in order to better 
identify them, but we call those related cases, and we evaluate those, 
certainly, in estimating our caseload. 

Formerly, some year ago, we issued cases on every related case, but 
that has beeen practically eliminated, except to the extent that we 
need to issue a cause for further identification to handle it under the 
one parent case. 

Mr. Gary. Have your justifications for the inspection service gen- 
erally emphasized its enforcement work ? 

Mr. StepHens. Yes. 

Mr. Gary. Is this true also of publicity about the inspection service? 

Mr. Steruens. I do not know that there is any publicity about the 
inspection service. We certainly have no item for that. 

Mr. Gary. You have no item in the budget for publicity ? 

Mr. Srepuens. No, sir. Maybe that is a mistake, but we do not 
have any. 

Mr. Priut0n. It is no mistake, sir. 


PROPORTION OF INSPECTORS’ TIME SPENT ON ADMINISTRATIVE WORK 


Mr. Gary. Before the establishment of the regional office system, 
what proportion of the average inspector’s time was spent in admin- 
istrative and management-type work, and what proportion is now 
spent in this area? 
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Mr. Sreruens. My considered and best opinion as to the proper 
answer to that is that there was none then, and there is none now, 
but I do say that before regionalization we did perform some work 
in the field—minor service matters, perhaps, relatively—for the 
Bureau of Operations. 

That now is handled by the management in the field. To try to 
tell you how much time was consumed on that would be difficult, but 
1 would say, overall, it was negligible and mostly involved matters 
which were taken up in the course of other travel of inspectors in 
the community. 

Very often it was stated in the request: “On the next visit to the 
community by the inspector——” 

Mr. Gary. Would you say that the establishment of the regional 
office system has not reduced your activities a particle? 

Mr. Stepuens. I would say they have taken over, and we contem- 
plate that they will absorb, any of those more or less routine matters 
that we once may have done for them. I feel that a conscientious effort 
has been made to effect just that result, but beyond that, it is im- 
portant to note that with regional management being in the field— 
and I think each of them will tell you this; the records speak clearly 
anyway of the fact—that by not being closer to problems in the field, 
they point out matters on which they request investigate attention and 
on which they are unable to act without considerable detail and a com- 
prehensive report. 

Mr. Gary. The Postmaster General on Monday referred to the 
transition of management functions from the inspection service to 
field management. 

What actual progress have you made each year in terms of reducing 
inspectors’ time in administrative areas ? 

Mr. Stepuens. Any administrative time that we have spent in ad- 
ministrative areas, I can say to you, has been absorbed by the region, 
but I also say that what may appear to have been management 
matters, on closer look sometimes are not management, and at no time 
do we ever have any administrative authority. 

Mr. Gary. Are the annual reviews of postmaster positions con- 
ducted by inspectors, or by members of the regional staff ? 

Mr. Stepuens. By the region. 


HANDLING OF ACCIDENT AND PERSONAL INJURY CASES 


Mr. Gary. What is the working relationship between the Inspection 
Service and the Post Office Department’s legal officer in the handling 
of accident and personal injury cases ? 

Mr. Steruens. The Postal Inspection Service makes all of the in- 
vestigations of cases which are handled by the General Counsel. All 
of the evidence is developed and the cases are documented and pre- 
sented to the General Counsel to be used in handling the claims. 

Mr. Gary. Do you make recommendations as to what disposition 
should be made of the cases? 
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Mr. Steruens. I do not think we make recommendations as such, but 
we summarize cases. 

Mr. Gary. Why do you not do the same thing in investigations con- 
cerning personnel ? 

Mr. SterHeNs. We may make recommendations in some of these 
cases, saying that the claim is clear and valid, and that the supporting 
evidence to the claim has been verified and found correct. Then the 
case is recommended for evaluation by the Department on the basis of 
what amount they may think is justified. I do not think we could 
logically recommend how much should be paid. 

Mr. Gary. I agree with you thoroughly. Ido not think you should 
recommend what disposition shall be made of the personnel cases. I 
think that should be left to management. I think you should make 
the investigation and report on the facts, and then I think it is up to 
the Regional Director and the Post Office Department to determine 
what action shall be taken against the employee. I do not think that is 
a matter for the Inspection Service. 

Mr. Steruens. Well, I think this: that recommendations are of real 
importance to management and inspectors’ opinions should be ex- 
pressed. But, let me again say that we have absolutely no control over 
what disposition is made of those cases. They—management—do, in 
fact, decide the cases. We simply hold our people responsible for 
recommending that which they say is logical for somebody else to 
approve. 

Mr. Gary. The information we have is that there has been, in several 
cases or instances, some division of opinion and that the inspectors have 
been rather insistent that their recommendations be followed. 

Mr. Sternens. Well, Mr. Chairman, I would like to state to you that 
any information of that sort reaching you I consider to be very im- 

ortant as to its accuracy, and I consider it more important that you 
now that we do not permit our people in any manner to influence 
these actions. 

If an isolated case might appear to be such, I can assure you that 
it is opposed and contrary to our rigid regulations, and I am sure that 
management who lives with thousands of these cases in the course of 
the year, knows that to be true. I think the recommendation is a very 
beneficial thing in the sense that it brings to the investigator an added 
degree of responsibility. 

Mr. Gary. A responsibility which is not his, but which is the respon- 
sibility of management ? ‘ 

Mr. Srepuens. It is his responsibility. 

Mr. Gary. It is his responsibility to make an investigation. 

Mr. Stepuens. That is the responsibility I speak of 

Mr. Gary. But it is management’s responsibility to handle the per- 
sonnel and not the responsibility of the Inspection Service. 

Mr. Stepnens. Mr. Chairman, we do not handle it, and the responsi- 
bility that I speak of is the responsibility of a dependable investi- 

ation. 
Mr. Gary. That is your responsibility ? 

Mr. Streruens. That is the only type I am speaking of, sir. 

Mr. Gary. And so far as I know, you have carried out the responsi- 
bility very well. 

Mr. Stepuens. Thank you. 
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Mr. Gary. There is no criticism intended. It is just a question that 
possibly there have been placed upon your department certain admin- 
istrative functions which should be exercised by management; and 
if that is true, then we have wasted a lot of time and money in setting 
up these regional offices, in my judgment. 


PERFORMANCE OF SERVICE FUNCTIONS 


What is the working relationship between post office inspectors and 
the regional office staffs in carrying out the service functions such as 
operating problems, studies of mail volume and flow and space 
requirements ? 

Mr. SrepHens. The area of responsibility is largely that which I 
have explained with regard to the special cases. We work in very 
close cooperation with the regions in the course of the year. They will 
be called upon to handle numerous difficult cases on which they will 
want special information of an investigative type, and on those we 
are working in the closest possible cooperation in my opinion. 

Our men are experienced to handle that type of case, and it is in 
the line of their training. 

Mr. Gary. Some of those involve engineering studies; do they not? 
You have no engineers on your staff; do you? 

Mr. SrepHens. We have some engineers, but we do not make 
engineering studies. 

Mr. Gary. In space evaluations you do not make engineering 
studies ? 

Mr. StepHens. No, sir. 

Mr. Gary. What would you call it? 

Mr. SreruHEns. Well, space determination is an investigation of 
the first phase of a building operation, and as I explained a while 
ago, to verify volume and the other factors that are of real im- 
portance to management upon which they base their subsequent 
action such as the engineering and the designing of the building 
-“ all of that. But we do not do any engineering and do not want 
to do any. 

Mr. Gary. Do you conduct such studies in all sizes of post offices 
or only in the larger ones? 

Mr. StepueEns. On the offices for which the Department has formal 
leases and in cases which might be involved in the new building 
program. 

Again, I want to make it clear to you that our phase of this work 
is well advanced, and practically all of the larger places have been 
completed, the investigations have been completed, and the reports 
have been submitted and the personnel that were temporarily diverted 
to do this work are now being returned to their normal assignments. 

Mr. Gary. Mr. Canfield ? 

Mr. CanrteLp. My good friend and colleague, the gentleman from 
Louisiana, Mr. Passman, had been called out for a long-distance 
telephone call. He has returned and I yield to him now for a ques- 
tion, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Canfield. 
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SENTENCES OR FINES FOR POSTAL OFFENSES 


Mr. Stephens, in your testimony you state “it may interest the 
committee to know that the total arrests for postal offenses have 
more than doubled those of 14 years ago, and the increase has been 
constant each year.” 

I wonder if that is brought about by the fact that perhaps the 
sentences or fines are very low, and some criminals are inclined to 
go into this field from others. 

I have particular reference to the narcotics field where there is 
so much violation of the law. When legislation was passed increas- 
to sentences, there was a noticeable decrease in crime. 

o you think that has anything to do with it ? 

Mr. SterHens. Congressman Passman, I think that is a very inter- 
esting question, and my answer is “yes.” I do think that the 
leniency of courts generally is reflected in the mounting number of 
crimes. I do not think, of course, that that is the only reason. There 
seems to be a pattern going around the country, experienced by all in- 
vestigative agencies. 

Mr. Passman. Do you have any requests for new legislation which 
would increase the fines or sentences for specific crimes or violations 
of the postal laws? 

Mr. SrerueEns. No, sir; we do not have at this time any legislation 
as such. 

I believe the General Counsel mentioned yesterday some legislation 
that we have pending which would aid in the administrative procedure 
responsibilities of the Department. He also commented upon the 
act of the 85th Congress which now permits us to prosecute, at points 
of delivery, users of the mails to send obscenity. 

Frankly, in that regard, Congressman, I feel that the penalties 
which have been provided by law are adequate if vigorously enforced, 
and there are realistic sentences under the present statutes. 

Mr. Passman. If you compare that, though, to the effect that it has 
had in dope traffic, there is certainly an indication that stiffer sentences 
will break it up. 

Mr. SterHens. I believe that to be true also. 

Mr. Passman. If the distinguished gentleman will permit me to ask 
another question, I will appreciate it. 

Mr. Canrrexp. I yield. 

Mr. Passman. Mr. Stephens, do you ever call upon law-enforcement 
officers of municipalities and States or other agencies to assist you 
in this work ? 

Mr. Stepuens. Yes, sir; we have very valuable assistance from law 
enforcement agencies, I would say, in decerimant and in all areas of 
the country—State police, city police and the constables in the small 
communities. We are very appreciative of that and certainly have a 
great deal of respect for the law enforcement groups who give us a 
lot of assistance. 

Mr. Passman. Inasmuch as it is a matter of record that other 
agencies have been able to show a reduction in the amount of crime 
by reason of the imposition of stiffer sentences, do you think you 
should have a new law or an amended law which would accomplish 
that purpose ? 
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Mr. SreruEns. Yes, sir. I believe that it is something that we 
could well direct our attention to frequently. 

Mr. Gary. I wonder if my colleage would object to a comment of 
this kind: There is always a danger, I have found out in law, that if 
you make a penalty too severe you will not get convictions when 
otherwise you would. 

On that account, I was a little afraid of these new narcotics laws 
and of the more extreme penalties provided in them; but apparently 
people are just so absolutely set against narcotics, the decent people 
are so inflamed against the sale of narcotics in this country that they 
will support the most severe penalties. But we have numerous ex- 
amples in our history where juries would not convict because penalties 
were too severe, and as a consequence the particular laws were not 
enforced at all. 

Mr. Passman. If I may comment further: We are enjoying great 
prosperity in this Nation; prosperity that goes back perhaps 15 years. 
Certainly the population in this country has not doubled in that time, 
but the number of offenses and violations of the present laws have 
doubled in that period of time. 

So, something is wrong. I do not have the answer, but it is truly , 
alarming. There is no relationship between the tremendous increase 
you have had in postal violations to anything else we have experienced 
in other Federal agencies. So, it may be that on account of the very 
low sentences these criminals are attracted to this particular field of 
crime. I think the question warrants investigation. 

Mr. Gary. I thoroughly agree with the gentleman in every respect, 
but I feel it is wise to put in a little word of caution lest you go too 
far and make the penalties so severe that you will not be able to get 
convictions under the law. 

Mr. Passman. I certainly agree with my distinguished chairman, 
but the statistics concern me greatly. 

Something is certainly attracting these criminals into this field of 
operations. 

Mr. Canrtevp. Mr. Chief Inspector, first I want to say this: 

These hearings today have been exceptionally fine. Reporters of 
these hearings like to cover the testimony adduced by our subcommit- 
tee. They say they are so complete and orderly. 

Our colleagues in the Congress like to read the hearings of this 
subcommittee for the same reason. We do not go all over the lot. 
Today when the chairman was examining you, Mr. Chief Inspector, 
there were no interruptions and you have been a splendid witness. 

Mr. Streruens. Thank you, sir. 

Mr. Canrtexp. I like the tribute accorded you by Chairman Ga: 
when he opened the hearings; and it was that your report was excel- 
lent, that you had done a fine job; and he complimented your organiza- 
tion on its efficiency. I do likewise. 

Mr. SrerHens. Thank you. 

Mr. CanFieLp. During my 37 years on Capitol Hill, this being my 
last year, incidentally, I have seen many dedicated Federal workers, 
men and women who are anxious to work day and night in their par- 
ticular assignment, and you are one of them, and your assignment is 
a very important one for the good and welfare of our country. 

Mr. Stepuens. Thank you, Congressman. 
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Mr. CanrFiexp. I understand the inspection service of the Post Office 
Department is the eyes and ears of the Department, and being the eyes 
and ears of the Department, occasionally you have to make some en- 
emies in the service—perhaps not in too many instances—but you have 
to make some enemies of people who do not go along with you in your 
desire to protect the sanctity of our mail service. 

However, speaking personally, I have received very few—I cannot 
recall any now—complaints about your work. 

I hate to think of any move—and I know this committee has not- 
hing like this in mind—which would impair or cripple the inspection 
service of the Post Office Department. This service is a deterrent to 
people who would employ devious devices to injure the service, and 
impair our communications. 


APPROPRIATION INCREASE 


Chief, am I right when I say that this committee this last year 
allowed an increase of $837,000, some of that increase being for some 
additional men ? 

Mr. Srepuens. Yes, sir; there was an increase—an allowance of 
’ $250,000 for new personnel, or added personnel. 

ery Canrietp. The remainder of the figure I indicated was for 
what ¢ 

Mr. Steruens. It was for carryover costs. 

Mr. Canrievp. And currently, because of your presentation today, 
you are asking for an increase of $600,000, and some of that being 
for new men? ; 

Mr. Srernens. None of it is for new men. We are asking only for 
funds to pay the salaries of the present complement of the service, 
and all of the costs are full-year costs, entirely. 

Mr. Canrtetp. Chief, how long have you worked for the Post 
Office Department of the United States? 

Mr. SrerHens. Congressman Canfield, I am now in my 40th year. 

Mr. Canrtexp. I salute you, and I yield to you. You have me beaten 
by 3 years, and you are still a young man. 

Mr. StepHens. You are just a young man, Congressman. 

Mr. Canrietp. Thank you. Weare all young men. 


ROTATION OF INSPECTORS 


Chief, with reference to the recommendations of the staff commit- 
tee which had a look see into your operations in recent months, one 
recommendation being a transfer of some of your work to regional 
offices, is it my understanding that you do some rotating of your 
inspectors; is that correct ? 

Mr. Steruens. Yes, sir; we have a substantial rotation of person- 
nel in connection with the placement of the younger inspectors into 
areas of work for which they have training incident to the filling of 
vacancies caused by various separations; and in addition to that, we 
rotate regularly a substantial amount of the work and accomplishment 
by those assignments to inspectors in, say, neighboring territories and 
neighboring assignments. 
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REPORTING OF MATTERS TO BE INVESTIGATED 


Mr. CanFreLp. Do you feel that there are times, and your investi- 
gations are bearing this out, that postmasters and others in manage- 
ment generally are prone to get rather close to their employees offi- 
cially and otherwise, and they find it difficult to report matters that 
should be investigated ? 

Mr. Stepuens. I think that is inevitable whether the individuals 
realize it or not. It is a natural tendency. 

Mr. CanrieLp. And, it is well to have the “eyes and ears” on the job. 

I have felt over a long period of time that there should be a rota- 
tion of inspectors in the field, even as FBI men are rotated in their 
assignments. I think we have talked about that in yesteryear. 


SWEARING IN OF POSTMASTERS 


About this matter, Chief, of swearing in postmasters, since your in- 
spectors are the eyes and ears of the Post Office Department and since 
their No. 1 job is to protect the sanctity of the mails, I cannot help but 
feel that it is good practice for the inspectors to swear in postmasters. 

Certainly, when new postmasters are sworn in, diligence in their as- 
signment and honesty in their approach cannot help but be empha- 
sized by the presence of an inspector. 

Mr. SterHens. I think it is completely logical. 

Mr. Canrietp. And I feel that it is very proper for inspectors to 
investigate personnel who have gotten into difficulties and make rec- 
ommendations or penalties. 

I think you used the words that your men should be ready to stand 
up and indicate how they feel. I think that is wholesome. 

Mr. SrerHens. I am sure that it has, sir, a beneficial effect on the 
men who are required to think twice. It is a time-tested procedure 
which management itself desires. 


DIVISION OF INTERNAL AUDIT 


Mr. CanrFiexp. There is a reference in the report, Chief, to the fact 
that in your audit area some of the officials are not too pleased with 
the present assignment as a division of the Bureau of the Chief Postal 
Inspector. 

Do you know what your area managers feel about that? 

_ Mr. Steeuens. I think our area managers are most certainly men of 
integrity, and I am in frequent contact with them. They have all on 
repeated occasions expressed, certainly without any solicitation on my 
part or any reason why they should make the statement unless they 
wanted to, that they consider the present arrangement of the assign- 
ment of the Division of Internal Audit the best possible. 

I would like before this hearing ends to have the Director of the 
Division of Internal Audit, Mr. Stancil Smith, who is a man of un- 
questioned ability—in fact, a man who has a national reputation as a 
professional auditor—to express his opinion as to what he believes 
are the views of the area managers who are in daily contact with him. 

Mr. Canrrevp. You think that area managers, if called before this 
committee, would be quite pleased to testify along those lines? 
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Mr. Steruens. I think the area managers would be very pleased to 
testify, and I would be very pleased to have them do so. It can be 
arranged without difficulty if you have the time. 

Mr, CanrFietp. This internal auditing program that we are talking 
about; is that the program that was cited by Mr. Maurice Stans, the 
Director of the Federal Budget, in his comment that to date this is the 
best plan in any Government agency ? 

Mr. SterHens. That is correct, sir. 


REPORTING OF MISHANDLINGS AND DELAYS 


Mr. Canrtexp. In this report that we have been discussing here this 
morning, there is a suggestion that inspectors should not report on 
mishandlings and delays; that this should be a responsibility of every 
individual postal employee. 

What is your comment on that ? 

Mr. Steruens. Any suggestion that an inspector should be operating 
in the field and be prohibited or restricted in any manner from report- 
ing on post office delays, would be a completely difficult reeommenda- 
tion for me to understand, and I can imagine that public reaction to 
any such suggestion would be quite severe. 

Mr. Canrtetp. There is no question about that. I do not think that 
suggestion was very well thought out. 


CRIMINAL CASES 


The report, I understand, also states, Chief, that a number of cases 
in the criminal category were not received, prompting continuous in- 
vestigative attention. 

Of course, you have gone into that in your very responsive answer 
to the chairman’s question, but I cannot help but repeat that you have 
reported that there were 77,500 criminal investigations in 1959 and 
that this service made 8,859 arrests and the conviction rate was 98.6 
percent. 

You do not have to doff your hat to anybody on that rate; do 
you? 

" Mr. Srernens. Well, it is the best record in the long history of the 
Inspection Service, and we are very pleased and humbly proud of it. 

Mr. Canrtetp. In your appearances in the past, you have indicated 
to us on examination one or possibly several new swindling rackets 
through which both men and women have been defrauding our people 
through the mails. 

Is there any particularly new one that you could talk to us briefly 
about or discuss briefly at this time ? 


“ADVANCED FEE” RACKETS 


Mr. Stepuens. Yes. I would like to mention to the committee the 
activity that has been identified as the so-called “advanced fee” rack- 
ets which grew up very rapidly throughout the country and which 
has received some attention on the part of some congressional com- 
mittees, studying the possible need for new legislation. 

We have taken up the investigation of these offenses under the 
mail fraud statutes and the number of cases that were quickly devel- 
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oped and taken into court through the very close cooperation of the 
Attorney General has been a very gratifying program. 

Mr. Canrtep. Briefly, what is the advanced fee racket ? 

Mr. Srepuens. Briefly, these people advertise and appeal to var- 
ious persons—but mostly I would say small business—that they are 
in @ position to obtain quick loans for temporary capital, mostly for 
temporary capital for expansion. They collect a fee for this service in 
advance, and neither place the loan nor return the fee. 

We are prosecuting them quite regularly today, and some prominent 
cases are soon to become known. 


CRIMINAL CASES AND DRUG ADDICTS 


Mr. Canrretp. Chief, having reference to the theft of mail, the 
forging and cashing of money orders, checks and other negotiable 
paper stolen from the mails, you say today that a substantial portion 
of the offenders in the larger cities are drug addicts. Do mail thefts 
provide their funds to supply their narcotics purchases ? 

Mr. Stepuens. Yes, sir; that is right. 

Mr. CanrieLp. In New York City you tell us that 37 percent of 
them were arrested for theft of mail and 59 were drug addicts. 

Mr. Sreruens. Yes, sir. 

Mr. Canrietp. Do you want to comment a little bit on that menace, 
and how concerned you are about it ? 

Mr. SteruEeNs. We consider this type of case one of the most serious 
from the public standpoint because of the many repeat cases that we 
get, many of which involve drug addicts. 

We have for a considerable period of time worked closely with the 
Bureau of Narcotics in trying to identify or detect those who are 
probably addicted to narcotics, and usually that is easy to determine 
and report to the Bureau of Narcotics in ae to collaborate with them 
on the possible disposition of those cases. 

Of course, they are prosecuted for the mail thefts, and forgery of 
checks, money orders, and so forth; but frequently they point to cur- 
rent violations of the narcotics act. 

I can only say to you that I think our experience reflects a very 
serious situation, particularly in the larger cities, and it is one that 
seems to be a mounting problem that should be of concern to everyone. 

Mr. Canrretp. What would you say about the age of these offenders 
in the main? 

Mr. Stepuens. Well, they are usually—some of them are of juvenile 
age. Usually they are younger people, of both sexes. 

Mr. Canrretp. And when they are apprehended for these thefts 
and offenses which you have described, do their records indicate other 
crimes such as assault, rape, and so forth ? 

Mr. Sreruens. Many of them do, and particularly the narcotics 
cases. I may say to the Congressman that in our efforts to stamp out 
the use of the mails in the obscenity traffic we find an alarming num- 
ber of the people who are now drug addicts had a history of early 
traffic in obscenity and lewd pictures, and material of that type. 

So, these several offenses seem to follow a familiar pattern of early 
delinquencies and trafficking in obscenity, drug addiction and then 
serious violations such as thefts to pay for their narcotic purchases. 
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Mr. Canrrevp. Chief, I am deeply concerned about this situation 
because I live in Paterson, N.J., and my home in Paterson is 13 miles 
from the George Washington Bridge over the Hudson. I can drive 
to Times Square, New York, in about 45 minutes, and I am mindful 
of the fact that a great percentage of narcotic addicts, most regret- 
fully, live and ply their trade in New York City. 

We have in Paterson now a full-time narcotics agent and, of course, 
it is his job to see that that awful stuff does not run over into my area, 
and other North Jersey sections, and I hope it never does. 

Mr. Gary. Will the gentleman yield? 

Mr. Canriexp. Yes, sir. 

Mr. Gary. I might state, as you will recall, in testifying before our 
committee last year, Dr. Anslinger told us that New Jersey had in- 
creased its penalties for narcotic violations, and that practically all 
users had gone over into New York. That was borne out by the fact 
that during a recent hearing before the Senate committee, Mayor 
Wagner of New York came to Washington and insisted that the 
Federal Government increase its narcotic agents. 

The trouble is in New York, and not in the Federal Government, 
and I shall point that out very specifically and in detail when we 
reach the Narcotics Bureau. 

Mr. Canrietp. Good for you. Itissotrue. 

Mr. Chairman, I want to thank you for that timely contribution 
and I am so glad I yielded to you. 

One other question, Chief : 


COMMUNIST PROPAGANDA 


With reference to the inflow of Communist propaganda into our 
country through the mails; recently I saw a page 1 article in the New 
York metropolitan papers stating—and it was a dispatch from Mos- 
cow written by American reporters—that the Soviets were reassessing 
their propaganda programs because they had come to the conclusion 
that they were not doing the best kind of a job. In other words, they 
were quite ready and were issuing orders, apparently, to implement 
their program to convert the whole world to their ideology. 

What do you have to say about that ? 

Mr. Stepuens. I think the flow of propaganda material into this 
country is a very serious matter, indeed. I am sure you know that 
the Government is limited as to what it can do to combat this influence 
with respect to denying the use of the mails to the senders of the 
material, but I would say to you that I feel the Bureau of Customs, 
which has a very substantial responsibility in this field, and with 
whom we work very closely, along with the General Counsel, is doing 
an excellent job and I believe the best they can do, but I think it 
is a matter on which we cannot relax in any area at all. It is serious. 

Mr. Canrietp. Well, again, Chief, my very sincere and high com- 

liments, seconding as I do the very fine and gracious remarks made 
y our chairman at the beginning of the hearings today, and my best 
wishes to you. 

Thank you, Mr. Chairman. 

Mr. SterHens. Congressman, if I may, I would like to thank you 
for your fine remarks and to tell you that certainly I and the inspec- 
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tion service have appreciated your genuine interest and your help to 
us over the years, and you can be sure that you have the best wishes 
of each one of us. 

Mr. Canrretp. Perhaps you and I ought to collaborate in writing 
a book some time. 

Mr. StepHens. Fine. 

Mr. Passman. Mr. Chairman, I shall be attending another meet- 
ing this afternoon, so I shall not be here. I knew in advance I would 
not be here to ask certain questions. I did not know how long the 
gentleman from New Jersey would use in examining the witness, 
and so he very readily yielded so that I could ask the questions earlier. 

I want to restate that I appreciate that courtesy very much. 

Off the record. 

(Discussion off the record.) 

Mr. Piiuton. I would like to compliment you, Mr. Stephens, for 
your fine, comprehensive presentation. 

Mr. SterHens. Thank you, sir. 

Mr. Pixuron. I would like to compliment you upon the activities 
of the great staff that you have. I have never personally, I think, met 
a postal inspector in my life, except you; but I do want to say that 
my office has been in contact with members of your staff and I must 
say that they always report to me that they receive a maximum de- 
gree of cooperation from your Department in the city of Buffalo. 

Mr. Stepuens. It is very nice to hear that, sir. 


INCREASE IN VIOLATIONS BECAUSE OF LENIENCY OF SENTENCES 


Mr. Priuton. I was interested in Mr. Passman’s remarks about the 
question of the increase in criminal] violations and the idea that per- 
haps the reason for it is because the sentences are too lenient. 

Now, am I right in assuming that it is not a question of increased 

enalties being necessary—in other words, where we have a crime, a 
judge has the discretion to suspend sentence, or give no criminal 
punishment at all up to, say 5 years; and it is very, very seldom that 
a judge will give even 2 years. It is generally a 3-month sentence, or 
a suspended sentence. It is not the law that is at fault, but it is a 
growing idea of progressiveness, just as we have had in education, 
that is also sweeping and permeating the law, which is brought about 
in great measure by socialists in a socialistic program which has for 
its philosophy the idea that a person is no longer responsible for his 
actions or for his crimes; and if he commits a crime or a series of 
crimes, he should not be punished, but he should be rehabilitated only. 
That idea is prevailing and it is not a question of law. It isa question 
of education. It is not a question of law. It is a question of justice 
in how to use the law and the power the judges already have. 

It is the certainty and theneeh ha of punishment which is a deter- 
rent to crime, and when we get to a point where man is no longer 
responsible for his actions and the government and society is respon- 
sible, you are shifting, entirely, away from the philosophy of the 
founders of this country into a socialistic idea. 

Mr. Steruens. I share your concern. 

Mr. Pitxi0on. That is a long statement, and I do not want you to 
say that you agree with all of it, but I do want to get it off my chest, 
here. It is a situation which I think is prevalent and growing. 
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Mr. Steruens. I followed your statement with much interest, and 
I share your concern. I certainly, again, feel that vigorous prosecu- 
tion and realistic penalties could turn this tide. 

Mr. Pixxion. Not that we all do not have a great amount of mercy 
for many of these defendants—we understand the sentences—but the 
first protection is that of society. 


COMMUNIST PROPAGANDA 


The distinguished ranking member here asked the question about 
stopping Communist propaganda. I receive every now and then let- 
ters from my constituents which contain propaganda and notice of 
the meetings, say, of a Communist Party in the County of Erie. I 
resent receiving them through the mail. 

If I were to hand those to the Post Office Department and the In- 
spection Department, actually there is nothing you could do about 
it; is there? 

Mr. Sreruens. There is very little we could do, Congressman, ex- 
cept possibly identify it for use in connection with future mailings; 
but actually there is nothing that we could do. 

Mr. Pitiion. Under the Supreme Court decisions in various cases 
that I have had occasion to read very hurriedly, actually if you had 
a great big bundle of propaganda, no matter how vicious, coming from 
Red China or Moscow, and if I were to receive it in New York City 
or San Francisco and you attempted to investigate it, under the 
Supreme Court decisions would you have the power to take that 
away from me no matter what it is? 

I do not think you would. 

Mr. Strernens. I would say in this country, “No.” 

Mr. Piriton. I do not think you would. 

Mr. Steruens. That is right. 

Mr. Priuton. Actually, from a legal point of view, under the cases 
decided by the Supreme Court we must almost reach a revolution 
and engage in it and all that sort of thing in order to be prosecuted. 
When you read the requirements laid down in those decisions, there 
is nothing you can do about it, actually. 

So, when we talk about using our law enforcement to stop Com- 
munist propaganda, you are helpless, and your hands are tied com- 
pletely under the decisions of the Supreme Court today; is that 
correct ? 

Mr. SrerHens. That is correct, and I might say that living with 
it from day to day, it isa very frustrating and disappointing situation. 

Mr. Priton. It certainly is frustrating to about 98 percent of the 
people of this country, I might say. 

Mr. SterHens. That is right. 

Mr. Prrxton. And, that is for the Supreme Court Justices to read, 
and I hope they get a chance to read this record on that point. 

Mr. Passman. I want to say that the gentleman has made a very 
powerful statement there. We are all frustrated over this situation. 
I hope all of the Federal judges, as well as the Federal Prosecuting 
Attorney, will read this record. 

In this vein may I ask just one question : 
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Could this situation be corrected by legislation of the Congress, 
or would it require a constitutional amendment to offset the rulings 
of the Supreme Court in order to give you the power to seize this 
Communist propaganda ? 

Mr. Steruens. Well, I do not know that I can answer your ques- 
tion adequately. The only thing that I can say to you is that in this 
country we are governed largely by the sanctity of the seal of mails, 
and I think it has been a law and a tradition which has served us 
well, and I would hate to see it weakened in any sense. Yet, it is a 
very ironic experience to find that that same protection we give 
to our people and give to our neighbors and friends is used by others 
to circulate in this country propaganda which argues against our 
way of life. I do not know what might be done legislatively. 

Mr. Passman. It is a good time for us to find out, because if it 
continues, we will have to do something; will we not ? 

Mr. Sreruens. I certainly agree with you, sir, that we should do 
everything that is possible. 

Mr. Passman. I thank the distinguished gentleman. 


STANDARDIZATION OF OPERATION 


Mr. Pitii0on. Mr, Stephens, our distinguished chairman in his series 
of questions was trying to evaluate, I think, the system of the Inspec- 
tion Department’s relations to the management in the Post Office 
Department. 

Now, I note that there are something like 36,000 post offices in the 
United States. That is about right; is it not? 

Mr. Steprens. That is correct, yes, sir. 

Mr. Prru1onN. And I suppose with 36,000 postmasters you get all 
kinds; good, bad, indifferent, capable and incapable ? 

Mr. Steriens. We think they are mostly good. 

Mr. Priut0n. It is a little different from the ordinary business es- 
tablishment in that there is a little politics attached to it. 

I am afraid we have to admit it. And, to standardize the work 
procedures, and once those procedures are promulgated or established, 
to see that they are adhered to I suppose is a tremendous problem in 
36,000 post offices ? 

Mr. Sternens. Well, it is a continuing problem; yes, sir. 

Mr. Pruut0n. Is that one of your main functions, to see that there 
is standardization in what might be called good practices in opera- 
tional and work methods? Is it part of your function to see that all 
of these post offices pretty generally follow the work practices and 
the work regulations so that there is a standardization of efficiency 
and compliance with good standardized work practices; is that right ? 

Mr. Sreruens. Yes, sir; that is completely correct; in connection 
with our inspection of post offices, and other installations, and the total 
exceeds 50,000 such matters with reference to post offices, and there are 
other installations, as you know. 

Our responsibility in connection with financial examinations and 
other examinations of the operation are to determine whether man- 
agement directives and the regulations are being observed in these 
various areas of operation. Those are not our directives, as you under- 
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stand, and that is one of the reasons why I speak so insistently that we 
are not in management. We merely determine whether management 
directives are being observed. 

Mr. Prxtion. Yes, sir. You are not in management as such—opera- 
tional management—but you do report to top management ? 

Mr. Sreruens. That is correct, sir. 

Mr. Prion. So that top management will know that the lower 
echelons of management are managing efficiently ? 

Mr. Sreruens. Exactly. 

Mr. Pruti0on. Is that the purpose ? 

Mr. Sreruens. Exactly. 


PLACEMENT OF INSPECTORS UNDER REGIONAL MANAGEMENT 


Mr. Prtui0on. Now, Mr. Stephens, if the system were changed, and 
the system were changed in this respect that inspectors were assigned 
and came under a regional management system, would you not soon 
find that with association and friendships and socializations, the ef- 
ficacy of the postal inspectors would be seriously diminished and 
lessened, and that you would not have the standardization that you 
have now for compliance with rules and regulations? 

Mr. SrepHens. Congressman, I think that everybody in the Depart- 
ment would agree completely with the logic of your statement. I think 
that every regional director would agree with that. It would be a com- 

letely unrealistic arrangement, and would defeat the purpose of an 
individual evaluation and reporting system on an agency of Govern- 
ment that has to depend upon relatively few reports over the controls 
of a budget of over $4 billion and revenues of almost that amount. 

Mr. Pition. I can well see where the Department as large as this, 
with 36,000 different post offices, could very well and very easily deteri- 
orate without a standard inspection, and standard fiscal practices, and 
it could become a shambles very soon, and very, very quickly, without 
a sort of strict accountability not only for finances, but also for per- 
formance. 

Mr. Srepnens. That is right. 


SPOT CHECKING OF POST OFFICES 


Mr. Prixi0n. Is one of your functions, Mr. Chief Inspector, to walk 
into any post office and close up the books and get an accounting of the 
finances in that post office, at times that are not established, or set, or 
known to the post office ? 

That is one of your several methods of seeing that there is a good 
fiscal accountability of the people engaged in finance; is that right? 

Mr. Sreruens. Exactly. 

Mr. Prixi0on. And that is in the nature of a spot auditing situation; 
is that right? 

Mr. StepHens. That is correct. 

Mr. Prtion. I think, Mr. Chairman, that concludes my questions 
of Mr. Stephens. 
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INDEPENDENT INSPECTION SERVICE 


Mr. SrerHens. Could I add a word to something that the gentle- 
man brought up that has interested me, and I hope it is not imposing 
upon your time. 

This matter of inspectors engaging in management and the difficulty 
sometimes in defining or explaining what our objective is, comes up so 
often that recently we decided to look into the reason why this does 
come up. I know that in my years, periodically, in the Department, 
there have been bureaus which have cous “Well, we ought to have 
our own survey groups reporting to us alone.” As often as those have 
been set up, even temporarily, they have just as certainly been aban- 
doned by the Postmaster General under the theory that however well 
intentioned, they become self-serving to the people who had the re- 
sponsibility for the operation. 

Now, this may not be completely in point, but it was interesting 
to me to find the other day a copy of a circular letter which was issued 
by Postmaster General N. K. Hall 110 years ago, October 8, 1850, 
that describes almost identically, and with surprising accuracy, the 
questions that periodically come up. I am not criticizing the ques- 
tions, you understand. I think it is highly important that we do 
review them, and no one believes that more than I, but the answers 
then were practically the same as I believe the answers are today— 
the independent line of reporting. This letter of 110 years ago had 
in it 15 separate topics defining the duties of inspectors. The Post- 
master General was asking for additional personnel so that in addi- 
tion to, as he put it, “ferreting out the offenders or criminal offenses,” 
they could “examine the several post offices and bring them to account 
for defects in mail management,” which cause delays and public com- 
plaints; and seeing that postmasters and all others are submitting 
to management reliable and dependable reports upon which they can 
judge the efficiency of their operation—the people who were making 
the reports—and the competence of mail contractors, and whether 
they are performing a service for which they were bonded. 

Someone, in writing upon this, commented in a magazine—a Har- 
vard publication—on the 150th anniversary of the Inspection Service, 
that while these basic principles had been elaborated upon, the same 
principle that was established then applies today. 

Mr. Prii0N. May I just say this, Mr. Stephens, and Mr. Chairman: 

I wish that many other people had a system similar to this. I 
think if we had more departments or bureaus such as yours, I think 
we would find more efficiency and better government in many areas 
of our other departments. 

Mr. StepHens. Thank you, sir. 

Mr. Sreep. Mr. Stephens, I would also like to add my word of 
commendation to the fine report you have made, and the good record 
your Department has made. 

Mr. Stepuens. Thank you, sir. 


METRO SYSTEM 


Mr. Sreep. Has the installation of the Metro system had any im- 
pact on creating any problems for your Department or affected it in 
any way? 
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Mr. Srernens. I would say that they have not created any prob- 
lems or affected our work materially. One of the responsibilities that 
we can see is quite important for an investigative group or inspec- 
tion group is to be very alert to mail delays and to interruptions 
that might adversely affect the mailings. So, we have alerted our 
people, who are traveling almost constantly, to the need for observ- 
ing and reporting to Regional Management and to the Department 
about any breakdowns, or making recommendations that they may 
have to correct some situation, and to try to be helpful in the im- 
plementation of this program. 

Mr. Sreep. Does the same thing apply to these mechanized fa- 
cilities that you spoke of ? 

Mr. Steruens. Yes, sir; essentially the same thing. 


RELATION TO RESEARCH PROGRAM 


Mr. Steep. What part, if any, does your Department play in, or 
is it affected by, the Department’s research program ? 

Mr. Sreruens. It is not affected very much. We are at the present 
time exploring the feasibility of some closed circuit TV for use in 
some criminal work, but basically there is little effect upon our 
operation. 

We, again, try to be alert to observing any matters that might be 
of importance to the engineering department, to the regions and to 
the Department as a whole. 


INSPECTION AND TRAINING OF NEW POSTMASTERS 


Mr. Streep. Since many of these 36,000 post offices are essentially 
small and are in the form of sort of one-man operations, it is always 
my feeling that the inspection service is probably the best source 
through which new postmasters, especially, could be instructed and 
helped to learn their job. 

¥ assume that you consider it not just a duty of a skilled inspector, 
to find all the things this new man can do wrong, but to show him 
how not to make these mistakes ? 

Mr. Sreruens. I appreciate your comment in that regard very 
much. We feel very strongly that protecting his interest is a major 
part of our responsibility and we have had in my opinion a very 
pleasant association with those people, sometimes in isolated com- 
munities, and I think it has been effective. 


DIFFICULTIES IN REPORTING PERSONNEL CASES TO BE INVESTIGATED 


Mr. Steep. In regard to the recommendations inspectors make as 
to disposition of personnel cases where, for instance, infractions are 
involved, is it not true that sometimes in the investigation the inspec- 
tors pick up information which is a little difficult to put in a written 
report, and some people are unwilling to make affidavits; and a lot of 
it is in the form of beliefs, indicating inadmissible evidence; and if 
you do not give him some discretion, the bringing to bear of these 
rather intangible mitigating circumstances might be lost. to whoever 
reads the cold record itself? 
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Mr. Sreruens. I think that is a very, very accurate analysis of the 
situation that applies in many cases, and we long have recognized the 
fact that administrative officials and the people who are responsible— 
not us, but the people who are responsible—for signing their name to 
an action have a nght to rely upon completely dependable informa- 
tion and a summary of what this man would be willing to do if he 
were called upon to take the same action. 

Mr. Steep. I have in mind two cases into which I helped the inspec- 
tor delve, and in both those cases the unconfirmed and unwritten part 
of the evidence which you can get only by word of mouth had a rather 
important bearing on the true nature of the case. 

Mr. Srepuens. That is right. 

Mr. Steep. One of them was a case in which some other local people 
were involved in a smal] community, and those people aware of the 
facts were unwilling to be quoted, and they would only tell us about 
it in the strictest confidence. So, the inspector in that instance was 
called on to use an awful lot of discretion where he did not have any 
documentary evidence to back up his position, and I think that is a 
factor which would cause more injustice than justice if the inspector 
were not given the right to use that discretion that he could pick up 
only by having on-the-spot, firsthand experience with it. 

Mr. StepHens. We feel very strongly on it. It is born of long 
experience in considering all factors on both sides. 

Mr. Steep. Do you get into a lot of these local situations where they 
are very delicate ? 

Mr. Steruens. Yes, sir. 

Mr. Streep. And they have to be handled very carefully ? 

Mr. Steruens. That is right, sir. 

Mr. Steep. That is all, Mr. Chairman. 

Mr. Atexanper. Mr. Stephens, I think you certainly head up one 
of the important parts of the Post Office Department, and I think you 
are doing a good job. 

Mr. Steruens. Thank you, sir. 


STAFF OF INSPECTION SERVICE AND INTERNAL AUDIT 


Mr. ALexAnvEr. How many people are under your division in the 
Post Office Department ? 

Mr. Sreruens. We have 948 inspectors. We have 110 internal audi- 
tors, and then we have the clerical staff numbering 425—the clerical 
staff supporting the 15 division headquarters and the Bureau. 

Mr. ALExANDER. How many of these people are stationed in Wash- 
ington ? 

Mr. Sreruens. About 124, not included in the above, are in the 
Bureau of the Chief Inspector, mostly technical staffs; and the other 
part includes stenographers and technicians. 

Mr. Avexanver. Is that the total of everyone in your department in 
Washington ? 

Mr. Srernens. In my Bureau; yes, sir. Plus 10 internal auditors, 
Mr. Alexander. 
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REPORTS OF AUDIT IRREGULARITIES 


Mr. Avexanper. Take a hypothetical case in which an inspector 
finds something wrong in a post office audit, as for instance something 
against the postmaster. To whom does he report that ? 

Mr. Streruens. If the postmaster finds it ? 

Mr. Axexanver. No; if the inspector finds it, to whom does he 
report it? 

r. STEPHENS. He reports it to—and his report is made with sev- 
eral copies—by teletype or telegram in serious cases direct to the 
Division of Postmasters, and to the inspector in charge of the Divi- 
sion to which he is assigned, and they, in turn, inform me. 

Mr. Avexanper. Does that go into the regional director? 

Mr. Srernens. The regional director is given a copy of such re- 

orts, but the original goes direct to the appointing authority which 
is in the Division of Postmasters, and then, of course, in a case of 
that kind we report serious cases to the U.S. district attorney. 


ASSIGNMENT OF INSPECTORS 


Mr. Atexanper. How do you determine your policy in regard to 
the stationing of inspectors ? 

Mr. Stepuens. Stationing them? 

Mr. ALExanper. Yes. 

Mr. Srernens. Generally we attempt to station the younger in- 
spectors in the territories which will develop the less complicated 
work, and then as their training progresses and they show an aptitude 
for other types of more difficult work, they are transferred to those 
assignments, sometimes arbitrarily and at other times on their request. 

Basically, we are operating on the plan of trying to select for as- 
signments the people best qualified either by natural talent or by their 
training in order to accomplish that type of work. 

Mr. Atrxanver. Do you have any particular rules as to how large 
a territory an inspector should have ? 
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Mr. StepHens. We try to have territories arranged generally so 
that the inspector would be gainfully occupied all year in that terri- 
tory. It is contemplated that he would be assigned outside his terri- 
tory to some of the inspections of larger post offices, for instance, 
where he would join with other inspectors. However, we would like to 
have him operating from a central location in an area where he would 
be fully occupied throughout the year. The purpose of that is that 
he may be available, and we may have our group dispersed enough 
so that they can be called upon quickly in cases of emergency, or the 
postmasters and others may be able to contact him in an emergency 
and they would be able to reach the trouble area in a minimum amount 
of time as compared to long travel from a distant point. 


FREQUENCY OF INSPECTION 


Mr. Atexanper. I believe they inspect every post office every year. 
Is that a rule of thumb? 

Mr. Stepuens. That is our program, and our hopes, to inspect post 
offices every year, or once a year, and try to rotate them so that we are 
not inspecting the same offices at the same time each year. 

We do not accomplish that all of the time. However, we have based 
it upon long experience, that when we fail to accomplish these inspec- 
tions with reasonable regularity, certainly not less than once a year, 
there is an immediate and noticeable rise in the number of financial 
and other irregularities. 

It is a matter which has been studied thoroughly over the years. 
If we could accomplish these inspections regularly on the average of 
once a year, I think it would serve the Department and the public 
well. 

COST-PLUS CONTRACTS 


Mr. Aexanper. I notice in your statement you discuss to some 
extent that one of the duties of an inspector in a cost-plus contract is 
to go on the premises of the plant of the contractor. 

Mr. SrepuHens. Yes. 

Mr. Atexanver. Do you do much of that? 

Mr. SrepHens. We are doing a substantial amount of it now in 
connection with the modernization and mechanization programs, on 
which, as you know, the Department is receiving some considerable 
assistance from industry. 

In the case of those contracts the Division of Internal Audit does 
make on-site audits of their contracts. 

Mr. ALExaNpEr. How deeply do you go into the operations of the 
cost-plus contract ? 

Mr. Sreruens. This is a very extensive audit, but I would like to 
have Mr. Stancil Smith, Director of Internal Audit, give a brief out: 
line of that. 

Mr. Smiru. On those audits we follow a general commercial-type 
audit in the determination of allowable costs. We follow basically 
the same principles and the same guides as the Department of Defense 
auditors and Atomic Energy Commission and other Government 
agencies. We make a rather thorough and comprehensive audit to 
ree the allowable costs and we disapprove those which are not 
allowable. 
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Mr. Avexanpver. Thank you very much. 
Mr. Gary. Thank you, Mr. Stephens. 
The committee will recess until 2 o’clock. 


AFTERNOON SESSION 


Mr. Gary. The committee will come to order. Mr. Conte. 


RECOMMENDATIONS BY INSPECTORS IN CRIMINAL CASES 


Mr. Conte. Mr. Chairman, when you were examining Mr. Stephens 
on the criminal recommendations, I wanted to ask at that point, is 
this not similar to a district attorney who gathers all the information 
on a criminal case, working in conjunction with the police, and then 
makes a recommendation to the judge of the court on the penalty? It 
is very common practice in criminal practice to sit down with the 
district attorney and try to work out some arrangement, especially 
if one pleads guilty in the case, on the sentence the D.A. will usually 
go in and recommend a sentence to the judge and the judge usually 
accepts it. Isn’t the inspector’s case analogous to that ? 

Mr. Gary. That is the case where the district attorney is prosecuting 
and the judge simply very frequently confers with the district attor- 
ney fora recommendation. I think it is entirely proper if management 
wants to confer with the Inspection Service and ask for their recom- 
mendations, that they do so. I am just questioning the propriety of 
the Inspection Division making a recommendation in each case, which 
more or less prejudices the case so far as the regional manager is con- 
cerned. He has to follow that recommendation or depart from the 
recommendation of the Inspection Division. 

I think in passing upon those recommendations you have not only 
got to take into consideration this particular offense, but the man’s 
past performance and various other things that are best known to 
local and regional management. 

My thought is that the Inspection Service should make the inves- 
tigation, and give a very thorough report showing exactly what 
offense this man has committed. Then it should be turned over to 
management and they should determine what should be done with 
the man. If they want to ask the Inspection Service for a recom- 
mendation, fine, but if the inspectors come up to management with 
the report and recommendation, they are usurping the function of 
management. 

Dai Conte. Management is not strictly bound, but it would have an 
effect. 

Mr. Gary. That is true. 

Mr. Srernens. I should like to make it clear in that regard that 
it is well known in the Post Office Department, a practice followed 
for many years, that certainly management is under no obligation to 
follow the recommendation of the inspector. It is put in there for 
guidance, as the inspector’s evaluation on something that he is held 
oe for—a large degree of judgment in recommending some- 
thing. 

Mr. Gary. I hope you will make it plain to your inspectors, Mr. 
Stephens, in the future that under no circumstances are they to fol- 
low beyond making the recommendation. 
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— SrerHens. That is an established rule. I agree with you on 
that. 

Mr. Gary. We have information that it has been violated from time 
totime. They may be isolated cases. I would not say there are whole- 
sale violations. 

Mr. SterHeNs We supervise that very rigidly. We have strong 
feelings, as you have, on the latter part of it. 


APPOINTMENT AND TRAINING OF INSPECTORS 


Mr. Contr. Mr. Stephens, the chairman asked you about the formal 
qualifications of the inspectors. Is there a minimum qualification re- 
quired to be an inspector? How are the inspectors appointed? Are 
they appointed by the postmasters or by the Postmaster General ? 

Mr. SrerHENs. They are appointed by me under authority delegated 
by the Postmaster General. They are appointed from the ranks of 
postal employees. We establish requirements as to the minimum 
amount of postal service that they must have or, in lieu of this desig- 
nated number of years of service, if they have special qualifications 
like a law or accounting degree, we waive some part of the postal 
Service experience. 

First upon their application they are subjected to a very extensive 
background investigation. If that is favorable, they are then given 
a special type civil service examination. They are then appointed on 
a probationary basis of currently 6 months, or that may “ extended 
if we believe there is some reason a man should be given added time 
to establish or demonstrate minimum qualifications. 

Then he is subjected to a rather extensive training, which is a 
combination of classroom studies, lectures, presentations, and super- 
vised, closely supervised, on-the-job training in the various classes 
of work. 

Periodically he is given oral and written examinations to determine 
the extent to which he is developing. He is finally assigned on his 
own responsibility after he has demonstrated capability of handling 
cases within the various categories. 

Mr. Conte. How long does this training take? 

Mr. Steruens. It takes from 3 to 5 years. 

Mr. Contr. Three to five years ? 

Mr. SrerHens. Yes, sir. 

Mr. Conte. Is there a step pay increase in those 3 to 5 years? 

Mr. Srepuens. There is a step increase, yes. There are step in- 
creases in the interim. However, they are promoted to our average 
key position salary level only at the end of their initial training 
period. 

Mr. Conte. Which is 5 years? 

Mr. Srepuens. It could be less than that. It would be when he 
is assigned regularly to a territory on his own. 

Mr. Contr. You mentioned that if they meet certain requirements 
such as a law degree or CPA, you can waive some of the actual serv- 
ice. Is it absolutely necessary that they have some service in the 
Post Office Department in order to obtain one of these positions or 
can they come right from the outside ranks? 
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Mr. Srepuens. It is necessary, according to the policy we have 
followed over the years, that they have some basic postal experience 
and they are appointed from the classified rolls, We have tried to 
keep it a service of the postal service. 

Mr. Contr. Who trains these people? Do you work with the FBI 
or do you have your own training school ? 

Mr. SrerHens. We have our own training school. We have des- 
ignated training counselors of proven capabilities, specially capable 
of training students through the various courses. They are assigned, 
rotated among these specialists for training. 

I might say to you, if I may, that we adopted this comprehensive 
training program in 1954. We have always had a training program 
of this general type, but we extended it. Incident to inaugurating 
that program, we had assistance from some of the local universities 
who have aided other law enforcement agencies here and elsewhere in 
setting up these training programs. We are quite proud of the evalu- 
ation that we have received from those counselors on our program. 
It has proved very helpful to us. 


CRIMINAL CASES PENDING 


Mr. Conte. Chief, I was reading in the staff investigation report 
the statement that your Department was devoting too much time to 
management and, therefore, neglecting the criminal end of your 
work. Could you tell us the number of criminal cases your Depart- 
ment now has pending ? 

Mr. Streruens. I can tell you we completed 77,500 criminal-type 
investigations last year. That was 71 percent of those we had issued 
in the year. If I may, I will figure that out and put it in the record. 

(The material referred to follows :) 


As of the close of accounting period 6, December 11, 1959, there were 32,603 
criminal-type investigations in process. 


RECENT ARREST FOR DISTRIBUTION OF OBSCENE PICTURES 


Mr. Conte. I was interested to hear on the radio several days ago 
about a case you recently cracked here in Washington on the obscene 
pictures that were being printed, I believe, in Maryland somewhere 
and sent through the mails. Could you tell us something about that 
case ? 

Mr. Steruens. Yes. Those are cases relating to the use of the mails 
by local dealers in selling obscene and pornographic material. These 

articular offenses related to the mailing of pictures of male nudes 
In various poses. We consider them to be the more offensive type of 
obscenity that is being distributed by dealers. 

These people have been at times in rather prominent positions in 
this area, at least one of them to our knowledge has been engaging in 
this business for some time. We consider them sizable i in 
that one of them, on his arrest, had in his possession a mailing list 
of 40,000 names. From these mailing lists and from our own tests, 
we can determine fairly accurately the extent of their operations. 
These here were rather sizable. 
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I might add, as an indication of the confidence under which these 
men operated, at least one of them had a post office box down in our 
bag which is, incidentally, where he was arrested. 

>, Conen, Are you experiencing any difficulty in bringing these 
eps to trial? Do they get a speedy trial or is there much delay 
from the time of arrest to date of trial? 

Mr. StepHeENs. Over a period of time we have experienced diffi- 
culty in getting speedy action, but I am glad to tell you that under 
our present speeded-up program, which is being very closely coordi- 
nated with the Criminal Division of the Department of Justice, which 
is in frequent contact with the U.S. attorneys in the field on these 
cases, we have experienced a very substantial improvement in the 
speedy court actions. 

I may say that the courts apparently are beginning to take a new 
look at some of these cases, and we are getting some rather satis- 
factory sentences. We are very pleased with the progress. 


NUMBER OF POSITIONS 


Mr. Conte. Chief, I notice in your justifications here that in 1960 
you had an average number of positions of 952.1 and in 1961 you are 
asking for 978.7. 

Mr. Steruens. The difference represents the vacancies in our estab- 
lished quota. We are in the process of filling those vacancies now. 
They will be filled within this year. 

Mr. Conte. You are not asking for new positions? 

Mr. Sreruens. No, sir; only for the carryover costs, step increases, 
and so forth, for the present complement. 

Mr. Conte. I have no further questions. I want to thank the chair- 

man for giving me this opportunity to inquire and also compliment 
the Chief. I realize how unpopular the job is. To be a good chief 
you have to be unpopular. 

I certainly want to compliment you for the fine work you are per- 
forming down there and the wonderful staff you have working with 
you. 

Mr. Steruens. Thank you very much, Congressman. 

Mr. Gary. Mr. Stephens, the Congress allowed you for this year 
53 additional inspectors, 6 additional employees in the Chief Postal 
Inspector’s Office, 1 additional in the internal audit, and 12 addi- 
tional field audit agents. 

Mr. Stepuens. That is right. 

Mr. Gary. That makes a total of 72. Have you recruited personnel 
for all of those positions? 

Mr. Srepuens. Not all of them, although we are now in the process 
of making the remaining appointments. For instance, we phase 
these appointments of inspectors into classes of the size we feel we 
can hen le. We have a group that was just appointed and is under- 
going training now. The Director of the Division of Internal Audit 
is completing his recruitment of the remainder of this number that 
you mentioned. So within the immediate future we will have filled 
those positions. 

Mr. Gary. How much are you below your authorized strength at 
the present time? 


50436—60——12 
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Mr. Srerpuens. About 30, or 29. 
Mr. Gary. Mr. Steed. 
AIRPLANE CRASHES 


Mr. Sreep. Would you tell us something about the problems you 
are having with airplane crashes. 

Mr. SrerHens. Inspectors are charged with the duty of investi- 
gating the losses occurring incident to the airplane crashes and other 
casualties of that nature. Of course, they attempt to assist in recovery 
and to help the local people in any way they can. 

These plane crash losses are, of course, difficult to determine. A 
surprising number of recoveries are made, even sometimes in the case 
where explosions occur, for example. In the crash of the plane in 
the Gulf of Mexico we had two inspectors on duty out in the gulf for 
at least 24 hours. They recovered a large amount of mail, almost all 
that was on board the plane. Where crashes occur on land, we fre- 
quently lose valuables such as diamonds and jewelry, and we make 
extensive efforts to recover this lost material. 

I might tell you quickly that a few years ago in Pennsylvania— 
this is not exactly an isolated case except for the size of it—a plane, 
a special flight, with a number of Hollywood passengers, crashed 
into a mountain. We had some valuable diamond shipments on the 
plane. The inspectors found in some of the plowed-up areas caused 
by the plane’s crash some mail locks and believed that this was per- 
haps the point at which some mail pouches might have been buried. 
They did uncover some mail and over a period of some weeks, aided 
by local postal people, sifted the large amounts of the ground that 
were removed from that area and the rather amazing thing to us was 
that they recovered a large quantity of diamonds. 

We learned that they represented shipments going to, I believe, 
four different merchants in New York. We selected a diamond ap- 
praiser who was acceptable to the addressees. He separated the dia- 
monds one by one and was able to identify the shipments of each of 
these claimants and to cull from these diamonds recovered some that 
evidently came from rings or other jewelry of passengers in the plane. 

Weare not always expecting to make recoveries of that sort, but I am 
simply trying to say we do spend a considerable amount of manpower 
in covering train wrecks, airplane accidents, and casualties of that 
nature. 

Mr. Steep. You say the mail and these diamonds were scattered 
over the ground at that point? 

Mr. Stepuens. Yes; the plane plowed up a lot of ground and much 
of the mail was buried actually, and with the removal of the debris 
they found some locks on the top of the ground, and in exploring fur- 
ther found the mail and some of the enclosures under the ground. By 
the process of sifting this, they recovered this jewelry, these diamonds. 


INCREASE IN FUNDS FOR FIELD INSPECTION SERVICE 


Mr. Gary. What increase has been added to the Field Inspection 
Bersive since the 1960 budget was presented to the committee a year 
ago? 

Mr. Srernens. Funds? 
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Mr. Gary. In dollars. 

Mr. Steruens. None. 

Mr. Gary. The budget schedule “Program and financing” indi- 
cates that $324,000 has been added. 

Mr. Steruens. I think the amount is that which was appropriated 
by this committee, $250,000, plus some carryover costs. Maybe Mr. 
Gillette can answer that. 

Mr. Gitterre. As I understand it, Mr. Chairman, you wish to know 
the difference between the amount contained in the 1960 column of 
the 1961 budget and the amount that we requested of the committee 
last year for the Inspection Service, field. 

Mr. Gary. That is right. 

Mr. Gitterte. The figures that Mr. Stephens has been searching for 
are for the 1960 request in the amount of $13,592,000. In the 1960 
column of the 1961 budget now before this committee the amount for 
Field Inspection Service is $13,916,000, or an increase of $324,000. I 
believe, Mr. Chairman, this is an increase primarily made up of the in- 
creased personnel that Mr. Stephens has been able to take on during 
the 1960 year, as he explained. 

Mr. Sreruens. That is exactly as I stated, and it represents per- 
sonnel put on under authority of the funds appropriated, $250,000 
and carryover costs, This will be the full year cost. 

Mr. Gary. You put all that under Field Inspection Service; is that 
correct 4 

Mr. Sternens. Yes; I thinkso. 

Mr. Guerre. Yes, Mr. Chairman. A further explanation is that 
our request in the budget for 1960 was for 19 additional personnel only 
in 1960, but the conference report, as you recall, specifically ear- 
marked the restoration of $250,000 to the administration appropria- 
tion as being entirely for the Inspection Service. 

I can read specifically from the conference report as follows: 

The increase agreed to in conference is to be used entirely for additional 
inspectors, for investigative duties. 

Mr. Gary. How much additional increase is now proposed for 
1961 for the Field Inspection Service? 

Mr. Guerre. I would like to have Mr. Stephens answer the ques- 
tion, but I would say that no additional personnel is contemplated in 
the budget before you for the Field Inspection Service, as indicated 
in the summary personnel figures. 

Mr. Sreruens. A total of $664,000. It relates entirely to carry- 
over costs, full year, step increases that will be required to be made 
under public law coming due, and insurance, and so forth—entirely 
carryover costs for the people who will be on the roll. 

Mr. Gitterre. The budget before you for 1961 calls for, in terms 
of positions, 978 inspectors and 425 slacks in the field and 124 in the 
headquarters office of the Chief Postal Inspector, as well as 107 
internal audit field personnel and 12 at headquarters, and these are 
exactly the same figures as are carried in the 1960 column of positions 
in the budget before you. 

Mr. Gary. Thank you, gentlemen. 

Mr. Sternens. Thank you, Mr. Chairman. 
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RecionaL ADMINISTRATION 


WITNESS 


BERT B. BARNES, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
OPERATIONS 


Mr. Gary. We will now hear from Mr. Barnes with reference to 
the regional administration activity under the general appropriation 
for administration. 

_ Mr. Barnes. As I understand it, Mr. Chairman, you want my open- 
ing statement at the beginning of field operations, and not now? 

Mr. Gary. That is right. 

Mr. Barnes. You will notice that in 1961 we are requesting 28 man- 
years less than in 1960. However, the increase in amount requested 
is $785,000 due to longevity and automatic step increases amounting 
to $579,600; $22,000 for matters related to the administration of the 
health program ; $44,000 for group life insurance and retirement; and 
$323,000 for the health insurance which, of course, first becomes ef- 
fective on July 9 of this year. 

The above increases are partially offset by reductions in employ- 
ment. That makes a net increase of $785,000. The 1960 budget sub- 
mission contemplated 4,842 positions in the regional offices, when you 
include 32 postal equipment technicians that have since been trans- 
ferred to the regions. These postal equipment technicians were un- 
der the Bureau of Facilities, but in order to get them under the re- 
gional director so their work could be better coordinated, we trans- 
ferred them to the regional offices. 

It is estimated that by the close of 1960 there will be 55 fewer posi- 
tions than was estimated a year ago. 


QUESTION OF INSPECTION SERVICE OPERATING IN MANAGEMENT FIELD 


Mr. Gary. Do you have any comments you would like to make on 
the testimony this morning with reference to the conflicts between 
the regional administration and the Inspection Service? 

Mr. Barnes. Yes, Mr. Chairman. First I would like to say we 
have only 193 field service officers and if the Inspection Service were 
not doing the work they are doing we would have to increase that 
netadue, would say, to a greater extent than the number of inspec- 
tors engaged in this work. It takes about 5 years, as the Chief Inspec- 
tor pointed out, to make a good inspector, and it would take time for 
us to train a man to do that work. 

Furthermore, when you appoint a man for a specific job you do not 
have much flexibility. The Inspection Service does have considerable 
flexibility, so they can be used for us at times when we need them 
most. 

With reference to the recommendations made by inspectors, I want 
to say we never look upon the recommendation of a postal inspector 
as binding. We are just as jealous of our prerogatives as anyone else. 
A few years ago it was decided to discontinue the practice of having 
post office inspectors make recommendations. I think without excep- 
tion those who had to deal with the cases here in the Department 
recommended that the post office inspectors go back to making recom- 
mendations. Our feeling on that is this: The inspector who makes 
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the investigation is there and he knows more about the case than any- 

body else. We do not consider the recommendation as binding. We 

go into the facts and our decision is based on the facts. Yet we would 

ey to know what the investigator who was on the job thought should 
e done. 

Mr. Gary. The inspector may know more about the facts surround- 
ing the offense than anybody else, but there is no reason he should 
know as much about the man who committed the offense as the man- 
ager with whom he is working all the time. 

Mr. Barnes. But it is not the manager with whom he is working 
that makes the decision as to what to do with this individual. 

Mr. Gary. When a man commits an offense in the Department, I 
hope whoever makes the decision on his punishment takes into con- 
sideration his past performance, his length of service, and matters 
of that kind, which are matters that should be known to management 
rather than to the Inspection Service. I think that ought to have a 
lot to do with it. For example, in our criminal courts our judges 
consider that so important that they have probation officers who gu 
out and make a study of the man’s background and various factors 
after conviction and before the judge passes sentence. 

Mr. Barnes. Those things you mention are pretty well covered in 
the inspector’s report, but we always have that information before 
us before we take action. These are things that help us when there 
is a question as to action to be taken. 

Mr. Gary. Mr. Barnes, you are a new man in charge of the Bureau 
of Operations. Frankly, I am convinced there are some improve- 
ments that can be made in separating the activities of the Inspection 
Service from the regional offices. I think they are handling some 
management and administrative problems. I hope you will certainly 
give very serious consideration to some of the suggestions that have 
been made and study some of these problems—because they are con- 
tinuing problems—and make such recommendations as you think will 
improve the management service. 

I think it is very important to have someone check on personnel, 
but I think it is even more important to have proper management 
to begin with. It is much easier to prevent mistakes than to correct 
mistakes after they are made. If you have proper management a 
great many of these mistakes probably will not occur. So I think 
you should give very serious consideration to the entire question. 
While this committee has tried to hold down expenses as much as 
we could, I do not think we ever have refused to appropriate funds 
for necessary personnel when the Post Office Department has demon- 
strated a need. My only thought is that perhaps some of the person- 
nel in inspection ought to be transferred to management; possibly 
the inspection service ought to have a few less employees and man- 
agement a few more. At least, if you transferred some of these 
duties to management it would give more time for the remaining 
officers in the inspection service to devote to these criminal cases where 
your caseload is building up very substantially. I know that unless 
something is done about your caseload of criminal cases in the next 
year or so you will be in here asking for more inspectors. 

Mr. Canrietp. Mr. Chairman, I wonder if you would be good 
enough to let me make a statement at this time, because I may have to 
leave to make a phone call. 
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Mr. Gary. I shall be very glad to. 

Mr. Canrtexp. I know how fair the chairman is; he wants to do the 
right thing always. The chairman just indicated that you, Mr. Barnes, 
were new in your assignment in charge of the Bureau of Operations. 
I think it would be well for you, if it is agreeable to the chairman of 
the committee, now to state for the record how long you have been 
in the service of the Post Office Department and what association you 
have had with operations. 

Mr. Gary. I know Mr. Barnes has had a long service in the postal 
system and he is thoroughly familiar with every facet of it. at is 
the reason I want him to consider these matters very carefully and see 
if he cannot make some recommendations to improve the service. 

Mr. Canrtetp. Would it be agreeable for Mr. Barnes to state now 
how long he has been in the service of the Post Office Department and 
his association with operations ¢ 

Mr. Gary. Yes. 

Mr. Barnes. I have been in the postal service for 40 years lacking 
about 30 days. I will not relate all the positions I have held during 
that time, but have held about 10 supervisory positions, most of them 
being in operations. 

Does that answer your question ? 

Mr. Canrievp. Yes. 

Mr. Barnes. Mr. Chairman, I want to say we appreciate your sug- 
gestion and will give it every consideration. 


CORRESPONDENCE DEALING WITH IMPROVEMENT OF MAIL SERVICE 


The Postmaster General asked for permission to insert two letters 
in the record. These letters are from the Honorable Tom Murray, 
chairman of the House Post Office and Civil Service Committee. 

The first one, dated April 1, 1959, reads in part as follows: 


It is requested that the Inspection Service make a study of the amount of 
work performed by the personnel units at each of the regional offices. Such a 
study would be in keeping with the Department’s interest to reduce overall 
administrative costs. 


The second letter is a followup letter dated June 25, 1959, from Mr. 
Murray. It readsas follows: 


On April 1, 1959, I sent a letter to you, copy attached for your convenient 
reference, requesting that there be a survey by the Inspection Service of the 
workload of certain positions in the regional offices. 

I would appreciate learning what the status of this investigation is at this 
time. In addition, I would also appreciate information concerning the program 
for regular surveys by the Inspection Service of the regional offices in line with 
our agreement reached in Memphis in 1957. 


T would like those letters to be inserted in the record. ; : 
Mr. Gary. The letters will be inserted in the record at this point. 
(The letters referred to follow :) 


House OF REPRESENTATIVES, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Jackson, Tenn., April 1, 1959. 
Hon. ARTHUR E. SUMMERFIELD, 
The Postmaster General, 
Post Office Department, 
Washington, D.C. 


Deak GENERAL SUMMERFIELD: As part of the continuing program for better 
manpower utilization in Government, our committee is interested in the amount 
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of work that is performed by personnel assigned to specific activities within a 
department or agency. 

One area that may warrant a review in this regard is that of the regional office 
personnel units. You will recall that House Report 1741, 84th Congress, 2d 
session, contained the following recommendation: 

“Consideration be given to a reduction of the staff assigned to regional per- 
sonnel units after the field service has been completely reclassified under the 
provisions of the Postal Field Service Compensation Act of 1955, Public Law 68, 
84th Congress.” 

Information has come to us that the workload in the regional office personnel 
units should be carefully reviewed. It appears that such a review would be par- 
ticularly useful with respect to the payroll operation. For example, the work 
performed by the compensation specialists in each of the regional offices may not 
justify the retention of such a position. 

It is requested that the inspection service make a study of the amount of work 
performed by the personnel units at each of the regional offices. Such a study 
would be in keeping with the Department’s interest to reduce overall adminis- 
trative costs. Information at a later date as to the results of such a study will 
be appreciated. 

With best wishes, I remain, 

Sincerely yours, 
Tom Murray, Chairman. 


HovuseE OF REPRESENTATIVES, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C., June 25, 1959. 
Hon. ARTHUR E. SUMMERFIELD, 
The Postmaster General, 
Post Office Department, 
Washington, D.C. 

DEAR GENERAL SUMMERFIELD: On April 1, 1959, I sent a letter to you, copy 
attached for your convenient reference, requesting that there be a survey by the 
inspection service of the workload of certain positions in the regional offices. 

I would appreciate learning what the status of this investigation is at this 
time. In addition, I would also appreciate information concerning the program 
for regular surveys by the inspection service of the regional offices in line with 
our agreement reached in Memphis in 1957. 

With very best wishes, I am, 

Sincerely yours, 
Tom Murray, Chairman. 


Mr. Barnes. I would also like to read excerpts from a letter written 
by Mr. McKibbin, my predecessor, addressed to all regional opera- 
tions directors. 

This letter is dated January 19, 1959, and reads: 


You and I have a job, which divides into two parts: 

(1) We have to find ways of improving the mail service—‘Moving Today’s 
Mail Today.” 

(2) We have to find ways of getting waste out of the service—doing the job 
“in a businesslike way.” 

This is our two-part job. We have the line responsibility for moving today’s 
mail. All the staff functions of the Department and region are there to contrib- 
ute to this all-important job. 

Practically every day I receive copies of inspectors’ reports covering the 
breakdown in service at some specific point. I notice that all of these reports 
say “Examined, Approved, and Forwarded to the Regional Director.” One of 
the big jobs of our inspection service is to survey our postal installations and 
report to the administrative management performance failures in these installa- 
tions. This very reporting should be helpful to us in accomplishing our main 
objective. It is impractical for me to write a letter to the region involved on 
each of these reports, but it seems to me it is most necessary for you, as the 
ton line official in the region, to be sure that these reports are getting the atten- 
tion that they should get to be meaningful to you in your primary job of im- 
proving the service. 
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Mr. Gary. That letter will be inserted at this point in the record. 
(The letter referred to follows :) 


OFFICE MEMORANDUM, Post OFFICE DEPARTMENT 


JANUARY 19, 1959. 


From: J. M. McKibbin, Assistant Postmaster General, Bureau of Operations. 

To: All regional operations directors. 

You and I have a job, which divides into two parts: 

(1) We have to find ways of improving the mail service—‘‘Moving Today’s 
Mail Today.” 

(2) We have to find ways of getting waste out of the service—doing the job 
“in a businesslike way.” 

This is our two-part job. We have the line responsibility for moving today’s 
mail. All the staff functions of the Department and region are there to con- 
tribute to this all-important job. 

Practically every day I receive copies of inspectors’ reports covering the 
breakdown in service at some specific point. I notice that all of these reports 
say “Examined, Approved, and Forwarded to the Regional Director.” One of 
the big jobs of our inspection service is to survey our postal installations and 
report to the administrative management performance failures in these instal- 
lations. This very reporting should be helpful to us in accomplishing our main 
objective. It is impractical for me to write a letter to the region involved on 
each of these reports, but it seems to me it is most necessary for you, as the 
top line official in the region, to be sure that these reports are getting the 
attention that they should get to be meaningful to you in your primary job of 
improving the service. 

Mr. Prti10oN. May I just comment, Mr. Chairman, that in a court of 
law those letters would be objectionable on the ground they are self- 
serving statements. . 

Mr. Gary. That is true. I thought the members of the committee 
would be able to evaluate them properly. 


AVERAGE NUMBER OF POSITIONS IN HEADQUARTERS STAFF 


The tabulation on page 10.2 of the budget justification indicates 
average number of positions in the headquarters staff in 1959, 1960, 
and 1961. A tabulation on page 10.3 indicates that the number of 
positions in 1959 exceeded the average number of positions as indi- 
cated on page 10.2, while the opposite relationship is true in fiscal 
years 1960 and 1961. What is the explanation for this situation ? 

Mr. Girette. I think Mr. Noble should answer that. 

Mr. Noste. Mr. Chairman, the relationship of man-years to posi- 
tions is always a very confusing one. The number of positions shown 
is always the number programed for the end of the year, and the 
man-years is the extent on the average to which positions have been 
used. There is also included overtime. So it is possible for the num- 
ber of positions to be less than the man-years even though there was 
no change in positions during the year, simply from overtime. On 
the other ten where there is a declining strength and the number of 
positions at the end is less than at the beginning, the man-years could 
exceed the positions at the end of the year for this reason and vice 
versa. 

Are you talking particularly to the regional account or to the entire 
administration appropriation staffing ? 

Mr. Gary. The headquarters staff. 





ar 


to 
ay 


ar 





183 


Mr. Nosiz. We have supporting details that can explain, I think, 
exactly the particular question you have in mind. 

On page 10.2 for headquarters there are 1,349.9 average positions 
in 1959, or man-years, compared with 1,387 positions at the end 
of the year. 

Mr. Gary. The opposite relationship is true in fiscal years 1960 
and 1961. 

Mr. Noste. It is pretty much of a happenstance as to the extent 
to which you have had turnover during the year as to whether the 
average positions equal the authorized positions at the end of the year. 

Mr. Gary. The question is, why do you budget for a different 
amount than the record shows actually takes place ? 

Mr. Noster. The experience that actually occurred in 1959 is not 
necessarily the experience we would expect for 1960, Mr. Chairman. 
In other words, the fact there was a certain relationship for 1959 
does not mean that same relationship would exist in 1960 where there 
are changes in positions. 

Mr. Gitterre. For example, in 1960, the figure on page 10.3 of the 
justification of 1,392 is as of June 30, 1960, or the end of this fiscal 
year, whereas the comparable figure to which you refer on page 10.2 
is the total average man-years for the fiscal year. So that one is a 
figure as of a certain date and the other is an estimate of the average 
man-years for the year. 

Mr. Gary. Is it not true that by budgeting for more man-hours 
than you actually had you boost your request ? 

Mr. Noste. Our budget for man-years is in line with the year end 
positions estimated for 1961, which for headquarters is 1,399. But 
the budget for man-years on page 10.2 of the justifications includes 
all the effects of turnover during the year and all overtime and ter- 
minal leave during the year. So the figures are in truth not wholly 
comparable but they are explainable. We have a schedule I will gladly 
show you on that. 

Mr. Gary. But you will have the same factors arising next year, 
will you not? 

Mr. Noste. Yes. 

Mr. Gary. So you are budgeting for an amount higher than you 
actually need ? 

Mr. Nostr. We may or may not. We have a breakdown of how we 
have arrived at the 1960 estimate. It may not exactly materialize or it 
may more than materialize. 

For instance, in 1960 we have shown an increase of five positions, 
whereas we have budgeted man-years for that same factor only 2.8 
man-years increase for five positions. In other words, we estimate 
those five positions will be filled for only half a year. We estimate in 
turnover there will be 96 positions vacated or a loss of man-years of 
96, offset by filling them with 91 positions. 

We estimate there will be 21 man-years of overtime and ten man- 
years for regular pay above the 52-week base. These factors, when 
added, produce the man-year figure as compared to the position figure. 
That is our best judgment. That is the way we estimate it each 
year. 
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TRANSFER OF MANAGEMENT FUNCTION AND INCREASED INSPECTION AND 
REGIONAL OPERATIONS COST 


Mr. Gary. The tabulation on page 10-A of the justification indi- 
cates that the field inspection service incurred increased costs of 
$837,462 in 1960 and will incur additional costs of $664,000 in 1961. 
At the same time, regional operations incurred cost increases of $1,286,- 
368 in 1960 and may incur additional cost increases of $785, 000 in 
1961. How can these trends be reconciled with the concept of a transi- 
tion of management functions from inspection to field management ? 

Mr. Barnes. This is just as it has been, Mr, Chairman, for quite 
some time. There is no particular transition from the ‘inspection 
service to the field service or vice versa. 

Mr. Gary. You are transferring some management functions from 
inspection to field management, are you not ? 

Mr. Barnes. I do not know what they are. 

Mr. Gary. The Postmaster General referred to this transition in 
his statement on Monday. 

Mr. Barnes. I think what the Postmaster General had in mind was 
something that occurred several years ago. 

Mr. Gary. He said “transition.” Although you are transferring 
work you are requesting additional funds on both sides, both in in- 
spection and field management. 

Mr. Barnes. The additional cost in management is $785,000, and 
that is based upon longevity, automatic step increases, health insur- 
ance, and so on. 

Mr. Ginrerre. Mr. Chairman, I would be glad to try to get a clari- 
fication of what the Postmaster Generat had in mind and insert it in 
the record at this point. 

Mr. Gary. Very well. 

(The following statement was submitted for the record by the 
Postmaster General :) 

To clarify any misunderstanding which may have resulted, perhaps: from 
my choice of words in earlier testimony, relative to the duties and responsibili- 
ties of the inspection service, I should like to emphasize to this committee that 
as a result of various, prolonged studies and surveys, not only by the staff of 
the Post Office Department, but by the House Post Office and Civil Service 
Committee and consultant groups, we are quite firmly convinced the present 
functions of the postal inspection service are properly and logically assigned, 
and that rearrangement of these responsibilities would weaken the effectiveness 
of the service. I am certain this committee, perhaps above all others, is vitally 
concerned in preventing any such situation. 

It is important to note that the task force which represented the Hoover Com- 
mission in its study of the postal service and designed the plan of decentraliza- 
tion of management into regions contemplated no material change in the func- 
tioning of the postal inspection service. It was conceived that more prompt 
action could be taken on inspection reports, which all too often in the past had 
received indifferent attention, by having management closer to the problem 
areas. 

If the inspection service was important to the Department before decentraliza- 
tion, as it obviously was, then it is at least equally so now with management 
widely dispersed, away from headquarters. This will become even more im- 
portant as the service expands. 

As previously mentioned, prior to decentralization of management some day- 
to-day matters were handled for management. These have now been absorbed 
by field management. The job descriptions and published regulations defining 
the duties of postal inspectors and all others in the field will show quite clearly 
that there is no overlapping of responsibilities or functions, and that the duties 
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of inspectors cannot logically be classed as management. The claim of duplica- 
tion is sometimes made by those who dislike being inspected and are sensitive 
to reports which may reflect upon their operations. This is a natural tendency, 
but a situation we need to evaluate seriously and realistically. The character 
of the many service investigative reports which are submitted by the inspection 
service is convincing proof of the need for this service, as each responsible ad- 
ministrative official realizes. 

From an economy standpoint, it will be noted that although the inspection 
service is a farflung activity, its entire appropriations account is one of the 
smallest of the Department—it represents three-tenths of 1 percent of the entire 
budget, and the entire inspection force equals two-tenths of 1 percent of the 
total of postal personnel. 


INCREASE FOR RENTAL OF EQUIPMENT 


Mr. Gary. The tabulation on page 11-B of the justification shows 
that cost of rental of equipment will increase from $65,000 in 1960 to 
$210,000 in 1961. What accounts for this planned increase ? 

Mr. Giutetre. Mr. Chairman, this increase I believe you said was 
$145,000? 

Mr. Gary. From $65,000 to $210,000. 

Mr. Gitterte. Yes, sir. That refers to the probability that we will 
have to consider during the coming fiscal year the installation of a 
data processing computer to handle the monetary property accounting 
data which we are now making throughout our entire postal system 
and which will have to go on our books by June 30 of this year. Tem- 
porarily that data will be carried in the regional offices, but we think 
there may be some economies and advantages in having it centralized 
in the headquarters, and there are feasibility studies now being made 
to determine the extent of these economies and the practicability of 
acquiring this equipment. We, therefore, felt it should be included in 
our budget request which is being placed before the committee. 


DIFFICULTY IN RECRUITMENT OF FIELD AUDITORS 


Mr. Gary. Does the small increase in employment of field auditors 
projected for 1961 after the relatively large increase in 1960 reflect 
difficulty in recruiting and training these employees or a leveling off 
of workload for this function ? 

Mr. Gitterre. It reflects the former. There has been some trouble 
in recruiting qualified personnel. That is the reason no additional 
positions are contemplated in 1961 over 1960. 


BACKLOG IN MONEY ORDER CENTER 


Mr. Gary. What proportion of the manpower in the Money Order 
Center has been engaged in backlog work in the recent fiscal years? 

Mr. Gittettre. The principal backlog of the Money Order Center 
in 1957 related only to the work of the audit and settlement units and 
the backlog in these units amounted to about 300 million money orders. 
When the backlog in the audit and settlement units was eliminated 
in December 1958 all of the units of the Money Order Center were 
current. The backlog, therefore, related to only two units and that is 
why the personnel programed has been reduced from a high of 335. 

Mr. Gray. What output per man-year has been accomplished ? 
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Mr. Guterre. If one were to divide the money orders audited by the 
man-years for each of the years 1958, 1959, and 1960, respectively, it 
would show 1.49 million money orders per man-year in 1958; 1.14 mil- 
lion in 1959; and 0.96 million money orders per man-year in 1960. 

This apparent decrease in efficiency is not real, as I explained, be- 
cause the man-years involved in the early years were largely in the 
audit and settlement units and therefore the amount of relief by get- 
ting rid of this backlog did not apply to the entire Money Order Cen- 
ter but only to two divisions of it. 

We feel the Money Order Center did quite an outstanding job in 
attacking this backlog and eliminating it with a staff of 335, and su- 
perior awards have been given to the supervisors for their work. I 
myself have been out there to appraise their work and made some of 
these awards a year ago. We feel that the present supervision will 
take advantage of any possibilities for further reductions in personnel. 

“1 Gary. How does present output compare with the current work- 
load 

Mr. Gruuetre. We believe it compares very favorably, Mr. Chair- 
man. In fact, the individual efficiency has improved markedly in the 
last 2 years in the Money Order Center. 

Mr. Gary. And it will begin to reduce the backlog? 

Mr. Guuetre. The backlog was completely eliminated a year ago 
last December, and we were pleased we were able to eliminate it as 
rapidly as we did. 

Mr. Gary. That concludes the hearing as to “Administration, re- 
gional operations, and researcch.” 

The committee stands adjourned until 10 a.m., January 14, 1960. 
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Wepnespay, JANvUaRY 13, 1960. 
BUREAU OF OPERATIONS 


WITNESSES 


BERT B. BARNES, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
OPERATIONS 

HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 

TALMADGE R. MAPLES, FIRST DEPUTY ASSISTANT POSTMASTER 
GENERAL, BUREAU OF OPERATIONS 

AUGUST C. HAHN, DEPUTY ASSISTANT POSTMASTER GENERAL, 
BUREAU OF OPERATIONS 

PETER A. DEL GROSSO, DEPUTY ASSISTANT POSTMASTER GENERAL, 
BUREAU OF OPERATIONS 

LESLIE E. BOWMAN, BUDGET AND ASSISTANT CONTROL OFFICER, 
BUREAU OF OPERATIONS 

LINDSLEY H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL 
AND CONTROLLER, BUREAU OF FINANCE 

CLARENCE N. BRUCE, ASSISTANT CONTROLLER FOR BUDGET, BU- 
REAU OF FINANCE 


Program and financing 


















































1959 actual | 1960 estimate | 1961 estimate 
Program by activities: f 
1, Administration of postal installations -_-............---.- $369, 243, 395 | $382,985,000 | $397, 226, 000 
2. Mail handling and window service. 1, 307, 378, 691 |1, 340, 993,000 | 1, 415, 311, 000 
3. Collection and delivery service. fe 1, 061, 528, 390 |1, 098, 849,000 | 1, 139, 676, 000 
4, Custodial service........- 82, 390, 197 86, 441, 000 92, 829, 000 
5. Vehicle service. ---| 80,340, 789 84, 732, 000 90, 258, 000 
Total obligations..............- . 2, 900, 881, 462 |2, 994,000,000 | 3, 135, 300, 000 
Financing: Unobligated balance no longer available........... \ | | ES eee 
Appropriation (adjusted). 2, 906, 220, 000 |2, 994, 000, 000 | 3, 135, 300, 000 
Appropriation (adjusted): 
Appropriation. .--- 2, 911, 220, 000 |2, 993, 000,000 | 3, 135, 300, 000 
Transferred from— 
“Transportation” (72 Stat. 65). ad 1, 200, 000 
“Facilities’’ (73 Stat. 69) - - et | ae 
Transferred (72 Stat. 65) to— ; 
“Administration, regional operation, and research’’...| —1, 400,000 
SEE cicdscipinenetstiyehiaasanesepmenegienan OEE Tisnancannnnweslcnhntienwesened 
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Object classification 























1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions_-_-.....-.....---------- 393, 439 406, 585 425, 144 
Full-time equivalent of all other positions--__........-.------- 144, 240 143, 604 144, 737 
Average number of all employees (including overtime equiv- 

RE ia, alg Siete RR or 2 aa ae RS Seucacuacenka areca 539, 870 553, 701 571, 870 
Number of employees at end of year---.-...-....-..---.------ 540, 519 554, 447 575, 872 
Average postal field service level and salary__.......-...------ 4.5 $5,015 | 4.5 $5,027 | 4.5 $5, 020 
Average salary of ungraded positions... .-........---.------ 4, 368 4,424 4,471 
01 Personal services: 

ye ae ae eee eee rr 1, 908, 141, 710 |1, 976, 644, 278 | 2,066, 096, 894 
Positions other than permanent.-...__.....-.....----. .| 603, 489,876 | 601, 869, 802 607, 366, 423 

ROUTE: POUNRIIOL MORWAONS 8 naan ow esncecweeoyateda~os~ 119, 498, 629 | 132, 827, 593 131, 524, 460 

PEI ON INNNIN SUING oo csc Se ccc citer aswede 2, 631, 130, 215 |2, 711, 341, 673 | 2, 804, 987, 777 
Bee Se ee ene eee 15, 484, 190 15, 927, 190 16, 341, 860 
ie Bement Or ee. a cae ee 59, 299, 229 63, 401, 200 400, 600 
6S Rents and utility services.............................-..- 4, 166, 898 4, 082, 775 3, 999, 383 
07 Other contractual services --_..........-..-....---.--.--.-. 19, 672, 763 21, 429, 663 60, 166, 132 
ee) a ae nen aaa e 19, 190, 299 20, 805, 000 22, 092, 000 
11 Grants, subsidies, and contributions__............-...---- 145, 407, 407 149, 608, 399 155, 062, 782 
13 Refunds, awards, and indemnities--_-............--------- Lk ERS FE ee ae 
a) ee ee nn Se ed 6, 411, 080 7, 404, 100 8, 249, 466 
EERE EEE a BD Re ae ee 2, 900, 881, 462 |2, 994, 000, 000 | 3, 135, 300, 000 














Mr. Gary. We will now consider the “Operations” appropriation. 


The appropriation for this item for 1960 was $2,994 million. 


The 


estimate for 1961 is $3,135,300,000, which is an increase of $142,300,000 


over 1960. 


JUSTIFICATION DATA 


We will insert the proper justifications in the record at this point. 


(The matter referred to follows :) 


STATEMENT RELATING 1960 AND 1961 PRoGRAMS 


[Thousands of dollars] 


1960 program (estimated obligations) 


Increase in average compensation of postmasters and 
supervisors, and a 4.1 percent increase in supervisor 


employment 


LR oe ae LIS ie ee Apne ee rete Nees $14, 241 


An additional 4.2 percent clerk employment to handle 


5.2 percent increase in mail volume 


74, 318 


An increase of 3.1 percent in city carrier employment 
for the 5.5 percent increase in stops to be served; 
1.7 percent increase in special delivery messenger 
man-years to deliver the 2.7 percent additional special 
delivery articles and continuation of rural service 


extension and improvement program 





Increased installations of mechanized 


40, 827 


mail handling 


equipment will require more maintenance employ- 
ment and an increase of 4.3 percent in space occupied 
will require added employment in the protective and 


SS OO ee eee eee 


6, 388 


For the increase of 6.9 percent in vehicle miles oper- 
ated an additional 5.5 percent is estimated for vehicle 
service employment, and a 7 percent increase in op- 





erating costs 


- 5,526 


Included in the above items is $38,130,000 for health 


insurance costs in 1961. 
1961 program (estimated obligations) 


$2, 994, 000 


141, 300 


3, 135, 300 
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Analysis of estimated increase in obligations, 1960-61 


[In thousands] 






























































Increase (+) or Increase (+) or 
decrease (—) decrease (—) 
Activity and account 1959 1960 1961 
Amount| Percent Amount] Percent 
Average number of positions- _-_-- 539, 870 653, 701 13, 831 2.6 571, 870 18, 169 3.3 
Average compensation ---_.--.---- $4, 837 $4, 859 $22 0.5 $4, 867 $8 0.2 
Administration of postal installa- 
tions: 
re $182, 468 | $185, 534 $3, 066 1.7 | $189,197 | $3, 663 2.0 
Supervisors and technical per- 
Ba dacbcmapandnncaniand 182, 708 197, 451 14, 743 8.1 208, 029 10, 578 5.4 
eee 365, 176 382, 985 17, 809 4.9 397, 226 14, 241 3.7 
Mail handling and window service: 
IDs sab tna Sn yendeasgnd 1, 311, 294 | 1, 340, 993 29, 699 2.3 | 1,415, 311 74, 318 5.5 
Suggestion awards and train- 
ing and instruction..----_--- 152 aah “ —152 in Sen a a ent — Ce eee eee 
| a ae 1, 311, 446 | 1,340, 993 29, 547 2.3 | 1,415, 311 74, 318 5.5 
Collection and delivery service: 
City delivery carriers - -_----.-- 788, 464 818,148 | 29, 684 3.8 854,747 | 36, 599 4.5 
Special delivery messengers. - - 28, 061 28, 693 632 2.3 29, 576 883 3.1 
Rural delivery carriers -- ----- 245, 003 252, 008 7, 005 2.9 255, 353 3, 345 1.3 
eae Saree 1,061, 528 | 1,098,849 | 37,321 3.5 | 1,139,676 | 40,827 3.7 
Custodial service.........----.--- 82,390| 86,441| 4,051 | 4.9] 92,820] 6,388 7.4 
Vehicle service: 
Vehicle service personnel. _---- 51, 665 54, 039 2, 374 4.6 57, 861 3, 822 7.1 
Vehicle maintenance --------- 22, 263 24, 278 2,015 9.1 25, 982 1, 704 7.0 
Contract vehicles __...--...--- 6, 413 6, 415 ore es ©” Sere cae ere 
i deathocenwe sean: 80, 341 84, 732 4, 391 5.5 90, 258 5, 526 6.5 
Total operations. ._..._.- "2,900, 881 | 2,994,000 | 93,119} 3.2 | 3,135,300 | 141,300 4.7 


























Nore.—Inelnded in the increase 1961 over 1960 is $38,130,000 (1.3 percent) for health insurance costs which 
became first effective in fiscal year 1961. 


POSTMASTERS 


Justification 


Service provided.—Postmasters are responsible for the operation and man- 
agement of approximately 35,000 post offices and 8,500 postal stations and 
branches thereof. The postmasters are also responsible for the supervision 
and administration of approximately 505,000 postal employees. In addition, 
they have primary responsibility for the operation of railway mail terminals, 
air mail transfer offices and truck terminals. This estimate provides for the 
salaries and related expenses of all postmasters and leave replacement of post- 
masters at fourth-class offices. 

Basis for estimate——The estimate is based on a continuation of the program 
to discontinue the smaller offices and provide improved service through larger 
offices and extension of rural delivery service. There were 558 post offices dis- 
continued during fiscal year 1959, the majority of which were offices of the 
fourth-class. It is estimated that 360 and 312 offices will be discontinued dur- 
ing fiscal years 1960 and 1961, respectively. 

The estimate for 1961, an increase of $3,663,000 over 1960, is comprised of 
the following additional costs : 

Personal services, $1,256,680.—The estimate for personal services provides 
for a reduction of 464 man-years of employment. However, because 1960 (leap 
year) contains one more workday than 1961, on a comparative basis, the man- 
years requested are 346 less in 1961 than in 1960. The 346 reduction is based 
on the anticipated discontinuance of 312 post offices and related reduction in 
leave replacements at fourth-class post offices. Average compensation of post- 
masters is estimated to increase $93 due to automatic step increases, advances 
in size of office, reclassifications, and to the decrease in the number of smaller 
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offices. The major part of this cost is due to granting mandatory automatic 
step increases, as only 9,407 postmasters had reached the top step of their grade 
at the close of fiscal year 1959. This increase in average compensation cost 
exceeds the savings from the reduction in positions by $1,256,680. The compo- 
nents of this increase are as follows: 

(a) $1,085,509 for productive employment at the higher average rate per 
h 


our. 
(b) $171,171 for paid absences based on experience of approximately 11 hours 
of paid leave for each 100 work hours. 

Related employee benefits, $2,489,712.—The estimate contains the Depart- 
ment’s share of employee benefit costs. The major portion of the increase is 
$2,371,000 for health insurance costs which becomes effective in 1961 under the 
provisions of Public Law 86-382, approved September 28, 1959. Other increases 
for 1961 amount to $3,896 for group life insurance, $77,965 for retirement fund 
contributions, and $36,851 for social security taxes. 

Rental allowance, 4th class offices, decrease $83,392.—Postmasters at fourth- 
class offices are paid an allowance equal to 15 percent of their basic compensa- 
tion for rent, fuel, light, and equipment. The estimate for 1961 is $83,392 less 
than 1960 for this item due to the reduction in the number of fourth-class offices. 


SUPERVISORS AND TECHNICAL PERSONNEL 
Justification 


Service rendered.—Supervisory duties are performed by post office supervisors, 
including assistant postmasters, and supervisors located at railway terminals, 
air mail facilities, transfer offices, and truck terminals. Supervision is provided 
for the processing of incoming and outgoing mail and financial and related 
postal services. Approximately 700 technical personnel were transferred into 
this account from Account 240, clerks, and Account 250, city carriers, effective 
July 1, 1959, and are reflected for the first time in the obligations esti- 
mated for fiscal year 1960. In addition to assistant postmasters, assistants to 
the postmaster and assistants to station superintendents, this account now in- 
eludes all other supervisory, clerical, specialized, and technical positions in level 
PFS-6 and above, except those supervisors in the custodial service, vehicle 
service, and mobile mail-handling units. 

Basis for estimate.—The estimate for 1961 provides an additional 1,169 man- 
years of employment, an increase of 4.1 percent over 1960. No change is 
anticipated in the supervisor ratio. This increase in supervisory and technical 
employment is related to the increase in clerks, carriers and special delivery 
messengers as shown in the following table: 





Clerks,! Super- Super- 

carriers, visors and visors and 
and special} Percent technical Percent technical 

delivery increase | personnel | increase | personnel 

















messengers (man-years) ratio 
(man-years) 
1958... =r oS are 4 ee 15. 
Ss Rich hbontamesapabasenumnnel 389, 215 1.8 2 26, 856 5.5 14.5 
oo oi un ccuewiuane 400, 872 3.0 28, 200 5.0 14.2 
Se aaa 416, 913 4.0 29, 369 4.1 14.2 











1 Excludes clerks, third-class post offices, and mobile clerks, 
2 Includes comparable adjustment for technical personnel. 


The estimate for 1961, an increase of $10,578,000 over 1960, is comprised of 
the following additional costs: 

Personal services, $8,123,000.—The estimate for personal services will provide 
for 1,169 additional man-years of employment at an increase of $15 in average 
salary costs. The increase in average salary results from automatic step in- 
creases in excess of turnover savings. The increase for personal services is 
itemized as follows: 

(a) $6,755,030 for productive employment to provide for the 4.1 percent em- 
ployment increase. 

(b) $1,267,706 for paid absences based on experience of approximately 19 
hours of paid leave, including terminal leave, for each 100 work hours. 
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(c) $100,264 in extra compensation for night work differential which is paid 
at a rate of 10 percent of the basic pay for work performed after 6 p.m. Ap} 
proximately 15.5 percent of the work hours in this account are paid at this rate. 

Related employee benefits, $2,445,000.—The major portion of this increase is 
$1,900,000 for the employees’ health insurance program which will become effec- 
tive in 1961 under the provisions of Public Law 86-382. Other increases are for 
the Department’s share of employee benefit costs to provide for the 1,169 addi- 
tional man-years in 1961. ‘These items are $26,300 for group life insurance and 
$518,700 for retirement fund contributions. 

Other costs, $10,000.—This increase is requested for travel and is based on the 
increase in employment. 

CLERKS 
Justification 


Service rendered.—The service provided includes the separation and distribu- 
tion of mail at post offices, stations, branches, and other postal units, and on 
highway and railway post offices. It also includes the rendering of window serv- 
ice to the public, operation of contract stations, and reimbursement to Federal 
Reserve banks for handling direct deposits of postmasters and the processing of 
paid postal money orders- The salaries and related expenses of clerks, mail 
handlers, and mobile unit clerks are paid from funds provided in this account. 

Basis for estimate.—In 1961 it is estimated the postal service will be required 
to handle approximately 66.4 billion pieces of mail, an increase of 5.2 percent 
over that for 1960. This estimate provides an increase of 4.2 percent in employ- 
ment to handle the additional workload. In 1959 there were 241,530 pieces of 
mail handled per man-year. This ratio is the highest point so far reached, and 
it is expected that with continued benefits from the mechanization program and 
service facility improvements, the productivity will reach 245,568 pieces per man- 
year in 1961, reflecting a further increase of 1 percent in efficiency. 

These efficiency increases will also mean better service to the public. Since 
its inception in 1958, the metropolitan area plan has been extended to include 
approximately 11,000 post offices serving about half of the people in the Nation. 
This plan provides for 24-hour delivery of preferential mail within major metro- 
politan areas and will be expanded still further in 1960 and 1961 in the continued 
effort for better mail service. 

The following table furnishes a comparison of mail volume with related clerical 
man-year requirements : 











Percent Mail Percent Average 

Man-years!} increase volume increase | pieces per 

(millions) man-year 
) Sees a, kD Ea 229, 761 
fj SEE AEE NA SE EEI 239, 748 —0.3 56, 441 2.2 235, 418 
OFT. carb cnennt a cisdsimsetestunancaeesae 245, £07 2.4 59, 078 4.7 240, 637 
9° 251, 355 2.4 60, 130 1.8 239, 223 
253, 579 0.9 61, 247 1.9 241, 530 
259, 313 2.3 63, 073 3.0 243, 231 
270, 202 4.2 66, 358 5.2 245, 568 























1 Man-years are adjusted for functional transfers in 1959 and prior years. 


The estimate for 1961, an increase of $74,318,000 over 1960, is comprised of the 
following additional costs: 

Personal services, $52,009,724.—The estimate for personal services will pro- 
vide for 10,889 additional man-years of employment at approximately the same 
Average salary as in 1960. The components of this increased cost are as follows: 


50436—60——13 
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(a) $42,270,339 for productive employment to provide the 4.2 percent employ- 
ment increase to handle the 5.2 percent workload increase. 

(b) $7,242,817 for paid absences based on experience of approximately 15 
hours of paid leave for each 100 work hours. 

(c) $2,496,568 for nightwork differential. Approximately 35 percent of the 
work hours in this account are performed after 6 p.m. when the 10 percent addi- 
tional nightwork differential payment must be made. 

Related employee benefits, $21,784,906.—The major portion of this increase is 
$18,008,000 for the employee’s health insurance program beginning in 1961 under 
the provisions of Public Law 86-882. The other increases are for the Depart- 
ment’s share of employee benefit costs to provide for the added employees. These 
items are $116,509 for group life insurance, $3,119,661 for retirement fund con- 
tributions, and $540,736 for social security taxes. The social security tax amount 
also reflects the increase in the rate from 2% to 38 percent effective in 1961. 

Other costs, increases $552,370.—The remaining costs chargeable to this account 
include travel for mobile transportation clerks, payments for operation of con- 
tract stations, and reimbursements to the Federal Reserve banks for handling 
direct deposits and paid money orders. Except for contract stations, these 
items are slightly under the 1960 level. Contract station costs are estimated 
to increase $643,000 in 1961 because of higher property rentals, higher wage 
standards generally, and the additional amount of business transacted at these 
stations. 

CITY DELIVERY CARRIERS 
Justification 

Service rendered.—The service provided by employees paid from this account 
is the delivery of mail to residences and business firms of cities and their suburbs 
and collection of mail from collection boxes in the same areas. A mail and 
messenger service is also provided for Government agencies in the Washington, 
D.C. area. At the close of 1959, city delivery service covered an area of 46,707 
square miles serving a total population of approximately 139 million, 

Workload.—The following table shows the actual or estimated number of pos- 
sible stops, square miles served, and average number of stops per square mile 
and per carrier man-year for the years 1957 through 1961: 





Average | Average 


Number of Square number | number 
Fiscal year possible Percent miles Percent | of stops | of stops | Percent 
stops increase | served | increase per per increase 


square carrier 
mile |man-year 





EAL ITA 20, 371, 000 }.........- 6 2 Saas 736. 5 ty de Por 





_, Sea 32, 123, 525 5.8 43, 877 6.4 732. 1 213.4 2.1 
_., eee 33, 803, 778 5.2 46, 707 6.4 723. 7 218.9 2.6 
1960 (estimate) -.-..-....-.- 35, 662, 986 5.5 49, 743 6.5 716.9 223. 6 2.1 
1961 (estimate) ............. 37, 624, 450 5.5 52, 976 6.5 710. 2 227.9 1.9 























As indicated by the above table, the possible number of stops for carriers to 
make is steadily increasing while the average stops per square mile is decreasing. 
The movement of the population to less congested suburban areas accounts for 
the decrease in average stops per square mile which means more time is re- 
quired to service these stops. According to Bureau of Labor Statistics reports, 
the 900,000 growth in households during the 12 months ended in March 1959, 
was the largest increase in the last 3 years. Indications are that the number 
of households will continue to increase, as shown by housing starts in the early 
part of 1959, which were only slightly less than the all-time record of 1950. 
The steadily increasing suburban population and the increase in number of 
households, and volume of mail will continue to add to the workload of city 
delivery service. 

Basis for estimate——The funds provided in this account pay for the salaries, 
uniforms, carfare, and related expenses of city delivery carriers and messengers 
of the interdepartmental mail and messenger service. 





re 
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The following table is an analysis of the factors increasing or decreasing fund 
requirements and indicates the basis upon which the additional employment and 
costs were estimated : 

















1959 actual ! 1960 estimate 1961 estimate 
Man- | Additional | Man- | Additional | Man- | Additional 
year costs year costs year costs 
increase increase increase 
Basis for estimated net increase: Percent Percent Percent 
Increase for possible stops ----- 5.2 | $41, 008, 724 5.5 | $43, 480, 486 5.5 $45, 307, 920 
Increase for mail volume factor__ 4 3, 113, 983 .6 4, 730, 784 1.0 8, 181, 480° 
Mailster program (salary sav- 
ings) —.1 —1, 140, 000 —.4 —2, 767, 200 -.3 —2, 218, 400 
Decrease for indicated im- 
proved efficiency -.-...------ —2.9 | —22, 576, 376 —2.4 | —18, 923,138 | —2.7 —22, 089, 000 
ee en Las eae aeen nee am -4 3, 163, 000 —.4 —3, 275, 000° 
aS TEE SSE See ere ee Coens ere Ee a 10, 692, 000 
Net additional amount for 
employment increases. ....- 2.6 20, 406, 331 3.7 29, 683, 932 3.1 36, 599, 000 























1 Additional costs are over 1958 comparative costs. 


It is estimated an additional 4,977 man-years, an increase of 3.1 percent over 
1960, will be required to serve the estimated increase of 5.5 percent in possible 
number of stops and the additional mail volume. Continued improvement in 
manpower utilization together with increased use of ‘“mailsters” should result in 
the estimated productivity increase of 3.0 percent. Ags shown in the above table, 
$2,218,400 additional savings is estimated through the use of mailsters in 1961. 
This is an average savings in carrier salaries of $800 per vehicle. 

The total additional funds requested amount to $36,599,000, which will provide 
for the estimated increase of 4,977 man-years. The majority of the total increase, 
$23,805,300, is for personal services as follows: 

Productive employment, $19,638,445.—This amount will provide salaries for 
the additional man-years required to take care of the increase in workload. 
No increase in average salaries is estimated. 

Paid absences, $3,660,092.—This increase is based on 1959 experience which 
shows that city carriers use approximately 15 hours of leave for every 100 hours 
worked. 

Extra compensation, $506,763.—This is comprised of increases in two items, 
(1) night work differential, $69,975, and (2) uniform allowances, $436,788. 
Night work differential is paid to carriers who work after 6 p.m. in the collection 
of mail from street letter boxes, stations, and branches and transporting this 
mail to distribution centers. An allowance up to $100 per year is granted each 
carrier required to wear a uniform and the increase estimated is to provide such 
allowances to the additional employees. 

Other items of increase are itemized below : 

Related employee benefits, $12,328,400—The major portion of this increase 
is $10,692,000 for employees health insurance benefits which will be effective in 
1961 under the provisions of Public Law 86-382. Other increases are the Depart- 
ment’s share of payments for employees’ group life insurance and retirement 
fund contributions which are based on the relationship of these items to total 
compensation paid in 1959. The amount requested is to provide for these costs 
applicable to the increased employment. The increase in social security taxes 
is due to rate increases from 214 percent in 1960 to 3 percent in 1961, partially 
offset by a decrease in the number of temporary substitute employees subject 
to tax. 

Other costs, $465,300.—This amount is for carfare for the additional carriers 
in going to and from their routes. 


We have as the new Assistant Postmaster General in Charge of 
Operations, Mr. Barnes, and we will be pleased to hear from Mr. 
Barnes at this time. 
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STATEMENT oF AssistaNt PostmasTER GENERAL BARNES 


Mr. Barnes. Mr. Chairman and members of the committee, it is 
a great pleasure for me to appear before you to make a report on our 
ae, a during the past year and submit our plans and budget requests 

or fiscal 1961. 

Last year was a year of continued growth for the postal service. 
City delivery service was established for the first time at 118 post 
offices. This benefited more than 100,000 families. In addition to 
these patrons over 1,051,000 families and about 100,000 business firms 
were extended service at the other city delivery offices. Rural delivery 
service was extended to benefit more than 460,000 rural families. 

A total of 3,150 mailsters were assigned to 188 city delivery offices. 
Studies at these offices show that an estimated annual cash savings of 
over $300 per mailster is realized. This savings is reflected in our 
1961 budget requests. This means that the mailster pays for itself in 
less than 3 years while the estimated service life is about 5 years. 

Extensive adjustments and some expansions of the collection service 
in most city delivery offices have resulted in greatly improved mail 
service. Window service hours also were adjusted in many offices to 
meet the needs of the community. 

In spite of the fact that we had an increase of 146 in the number 
of first-class offices and a volume increase of 1.9 percent in mail in 
fiscal 1959, our clerical work hours increased only 0.9 percent. 

Our entire program has been aimed at achieving two major results: 

(1) Toimprove the postal service to the public, and 

(2) To promote a more efficient and economical operation. 
I would like to cite a few of the areas where we have made major 
improvements. 

One of the most sweeping changes affecting the use of manpower 
has been the merging of the work forces at terminals, transfer offices, 
and airmail facilities with those of local post offices. We were con- 
fronted with a situation under which a portion of the work connected 
with processing mail was handled by post office employees and a por- 
tion by postal transportation terminal employees. This operation 
involved the use of separate work forces, each administratively respon- 
sible to an independent local official. In many areas, these groups 
of employees operated independently even though on the same floor 
and separated only by an imaginary line. This caused serious bottle- 
necks in the processing of mail and resulted in a waste of manpower. 

By combining all postal activities in an area under the postmaster, 
we have eliminated duplicate distribution, improved the mail service, 
cm promoted more efficient use of employees’ abilities, aptitudes, and 
skills. 

In consolidating these independent units, we considered the organ- 
ization of the post office in the light of changed conditions, particu- 
larly in the areas of distribution, mechanization, and transportation. 
It was necessary to merge the two groups of employees in order to 
assure flexibility in our work force and to obtain full utilization from 
mechanization. It would not be economically feasible to mechanize 
both the terminals and the post offices in the same cities. 

Our mechanization program is closely allied with our service im- 
provement program because it provides us with the only means of 
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economically handling the future mail volume of this country. Mecha- 
nized postal operations will improve service by providing an orderly 
handling of mail from the time of receipt until it is dispatched. 

The accomplishments to be derived from mechanization are not 
immediate in nature. Experience has shown in industry that major 
mechanization is planned for long-term gains. The postal service 
mechanization is no different. Several factors cause this. 

First, it takes time for employees to become orientated to the new 
system. Secondly, mechanization must be provided for in larger 
capacity than is presently required so that it does not become inade- 
quate too soon. This is particularly necessary when you consider 
the fact that we expect our present mail volume to double within 
the next two decades. 

Mechanization makes it easier to absorb an added workload with- 
out resorting to a comparable increase in the work force. 

The metropolitan area plan has been extended to 60 areas serving 
129 million people. This plan has enabled us to better control the 
changes in transportation and to make prompt adjustments in sched- 
uling and dispatching mail. When railroads change schedules, or 
eliminate trains, we quickly adjust connecting schedules or provide 
replacement service. This plan has also eliminated a great deal of 
distribution of mail at congested facilities since a large portion of 
the mail is now handled in the immediate area in which it originates. 

In our 1960 budget, it was estimated that through the reorganization 
of the regional offices and by streamlining procedures, we would re- 
duce the number of regional employees to 4,810 by the end of fiscal 
year 1960 as compared with 5,289 shown in the 1959 budget. This 
represented a reduction of 479 positions over a 2-year period. It now 
appears that this reduction will be exceeded by approximately 55 
positions by the end of 1960. 

During the past 2 years we have been calling together the post- 
masters and general superintendents of mails from the 60 largest post 
offices to discuss broad postal problems. These 1-day meetings of key 
postal people were designed to provide them with background on 
postal planning and programing. As a result of these conferences, 
mail service has improved and our field units have exercised better 
control of manpower. 

In the accounting field we have designed periodic reports which are 
timely and informative. These reports have done a great deal to ex- 
pedite information from the post office level to the departmental level. 
With this timely data, the Department has been able to effect better 
control over the efficiency and cost of the postal service. 

The 1961 budget estimate for the “Operations” aperencisien totals 
$3,135,300,000. ‘This amount includes $38.5 million for additional life 
insurance and employee health benefits as provided by Public Law 
86-377 and Public Law 86-382. The health benefits will be effective 
beginning with fiscal year 1961. 

The estimate provides for the handling of 66.4 billion pieces of 
mail and rendering related postal service. In arriving at the esti- 
mated amount needed to handle this unprecedented volume, we pro- 
jected a higher clerical productivity rate than has ever been experi- 
enced, 245,568 pieces, for each of the requested 270,202 clerical man- 
years. 
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The estimate also provides for extending city delivery service to 
approximately 2 million additional stops. The estimate for city de- 
livery service reflects a decrease in the average city carrier cost per stop 
even though the major part of this additional service will be in the less 
rescwet populated areas where the average cost per stop is normally 

igher. 

ae Assistant Postmaster General Gillette has told you in his open- 
ing statement, our mail volume for 1960 is definitely running ahead 
of the 3-percent volume increase upon which the Congress based our 
appropriation for this year. A request for supplemental funds to 
provide for this additional volume has been presented to the Bureau 
of the Budget. If granted, the additional funds will increase the 
amounts presently shown in the 1960 column of the budget document 
now before you. While this does not change our estimate for 1961, 
it will correspondingly reduce the amount of the volume and fund in- 
creases shown for 1961. We believe that the committee should bear 
this fact in mind in considering our 1961 request. It serves to con- 
firm the conservative nature of our 1961 estimates. 

The budget presented for the “Operations” appropriation has been 
carefully restricted to the actual needs of the service. I sincerely 
believe that the program we are presenting today, embracing both 
rail adie, and improved operating efficiencies, can be fully 
justified. 

. We ae be happy to furnish the committee with any further details 
esired. 

Mr. Gary. Thank you, Mr. Barnes. 


RAILWAY AND HIGHWAY POST OFFICES DISCONTINUED DUE TO 
METROPOLITAN AREA PLAN 


We had a discussion several days ago on the metropolitan area 
plan, and Mr. Conte, a member of the committee, at that time had 
some questions and observations with reference to the working of that 
plan in his district. Mr. Conte will pursue that matter further at the 
present time. 

Mr. Contr. Mr. Barnes, I notice in your justifications that you have 
an increase in railroad service of $9,430,000 over your 1959 figure. 

Mr. Barnes. Mr. Conte, that is in “Transportation.” Mr. Moore 
can discuss that. 

Mr. Conte. That is tied in with your metro system ? 

Mr. Moors. What page is that? 

Mr. Conte. 30.2. 

Mr. Moors. You are looking at the figure of $9,430,000, Mr. Conte? 

Mr. Conte. Yes. 

Mr. Moore. About $7 million of that amount was due to the increase 
granted the western railroads—a rate increase which was approved 
by the Interstate Commerce Commission. We received a supplemen- 
tal appropriation for this fiscal year of $7 million for that purpose. 
The increase which we are seeking for fiscal year 1961 over fiscal year 
1960 is $4,498,000. I will be happy to testify to that today or to- 
morrow. 

Mr. Conte. I would like to know from Mr. Barnes, as a result of 
the Metro system how many contracts have you discontinued with the 
railroads ? 

Mr. Barnes. Congressman, we are getting that information from 
the regions and hope to have by tomorrow the total number. I can 
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give you an example of some that were discontinued such as, in the 
Atlanta region, the Asheville & Columbia RPO, and in the Boston 
region the Pittsfield & Stamford RPO, with which you are familiar, 
Mr. Conte. Yes. I am particularly interested in the Pittsfield & 
Stamford. How much was that contract with RPO in dollars? 
Mr. Barnes. I am sorry. We do not have that record here. We 
are getting the information on all the lines, RPO’s and HPO’s. 
Mr. Contr. I would like to have the cost of those contracts, more 
particularly the Pittsfield & Stamford contract and also the one you 
had in Connecticut that you have discontinued, and what the Metro 
system is costing in those particular areas at the present time. 
(The information requested follows:) 


The following table is furnished for the record showing the number of RPO and 
HPO discontinuances which were directly related to the Metro program: 


RAILWAY POST OFFICES 


Points between which service was removed or reduced and annual reduction in 
railroad costs 














Asheville, N.C., to Columbia, S.C dotted $97, 794 
Spokane to Seattle, Wash 177, 248 
Columbus to Portsmouth, Ohio___- 52, 279 
Boston, Mass., to New London, Conn 28, 670 
Pittsfield, Mass., to Stamford, Conn 91, 162 





HIGHWAY POST OFFICES 


Points between which service was removed or reduced and annual reduction in 
contract costs 


























Charleston, S.C., to Augusta, Ga $34, 660 
Greenville to Columbia, S.C__------------------ 30, 998 
Seattle, Wash., to Portland, Oreg__-_-_- a 77, 555 
Seattle to Hoquiam, Wash. < .W 22325 sen lh ks 21, 494 
Rupert to Gooding, Idaho____ 20, 600 
Ashton to Pocatello, Idaho____---_ - 22,230 
Los Angeles to San Pedro, Calif_ 16, 700 
Salt Lake City to Richfield, Utah . 35,849 
Waco to Dublin, Tex 19, 227 





These represent a reduction of $447,153 in our railroad costs and $279,313 in 
our highway contract costs. These figures do not take into account the cost of 
the replacement service provided by the Metro program. 


METRO AREAS 


Current analyses indicate that the net costs of the Connecticut and Massachu- 
setts Metro programs are running at annual rates of about $120,000 and $75,000, 
respectively. 


REGULATION COVERING MOTOR CARRIERS FOR STAR ROUTES 


I asked you the other day if there were any minimum standards 
of equipment required of these trucks used in star routes and in the 
Metro system ? 

Mr. Barnes. Yes; there are some very restrictive minimum stand- 
ards. Ican read some of them to you. 

Drivers will not be permitted or required to exceed the hours of on- 
duty and driving time specified : 

Sixty hours in any week, provided that carriers operating vehicles 
on every day of the week may permit drivers to remain on duty for 
a total of not more than 70 hours in a period of 192 consecutive hours. 
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Driving time is further restricted to the following maximums in 
any 24 hours: 10 hours in the aggregate if the driver operates every 


day. 

Mr. Conte. This driver involved in the fatality in my hometown 
must have been driving way over 10 hours, because the run from 
Boston to Albany, N.Y., is a good 5-hour run and this was the second 
round trip for him. 

Mr. Barnes. It looks like, from the report that we have, that he 
had probably been on duty 16 hours, and we are having an investiga- 
tion made of that matter to determine what the facts were. The pre- 
liminary reports indicate he had been on duty too long. 

Mr. Conte. You also checked on a second fatality where two boys 
were killed. 

Mr. Barnes. Yes; that was a different contract. The two were 
different contracts. 

Mr. Conte. I realize that. 

Mr. Barnes. In both cases the equipment seemed to be good so we 
do not feel there was any defect in the vehicles that caused it. But 
we are having a special investigation made. 

Mr. Conte. Who checks on these drivers to see whether they are 
driving within the rules in regard to speed and hours? Do you have 
inspectors on the highway ? 

Mr. Barnes. We have distribution and traffic managers in each 
region, and the postmasters also report matters of this kind to the 
distribution and traffic managers. There are ICC regulations, and 
where the State laws are more restrictive than the Federal regula- 
tions, we require that they live up to the State regulations. 

Mr. Gary. Will the gentleman yield ? 

Mr. Conte. Yes. 

Mr. Gary. Are the drivers subject to State laws when driving over 
State highways? 

Mr. Barnes. They are, yes. 

Mr. Gary. And each State has laws with respect to the length of 
time a person can drive? 

Mr. Barnes. That is right. 

Mr. Conte. Are these people bonded, Mr. Barnes? 

Mr. Barnes. Yes, sir. 

Mr. Moore. The two contractors involved in the instances you cited 
are bonded. Their employees are not required to be bonded except 
insofar as the State laws require it. There are rather stringent State 
be in connection with drivers of motor vehicles engaged in that 

usiness. 


I would like to point out one thing since you are on the subject, - 


and it is this: If, following our investigation, we determine there was 
any negligence or any willful misconduct, we have authority under 
the contracts to cancel the contract or to institute punitive action 
against the contractors. Mr. Barnes discussed this with me last night 
and the matter is being investigated. 

Mr. Prtti0on. Will the gentleman yield ? 

Mr. Conte. Yes. 

Mr. Priu10on. These rules and regulations, are they made a part of 
the contract ? 

Mr. Barnes. Yes. 

Mr. Pituion. And is the failure to abide by these rules evidence 
of negligence which is admissible in court, do you know? 
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Mr. Barnes. I donot know; Mr. Moore may. 

Mr. Moors. I do not understand the question. 

Mr. Piuuton. If you have a rule and it is violated would that be 
evidence of negligence ? 

Mr. Moors. The evidence the local enforcing authority might obtain 
would be prima facie evidence. 

Mr. Pittron. I was wondering if the violation of your rules would 
be admissible under the rules of evidence as evidence of negligence. 

Let me ask one more question, if the gentleman will yield: 


INSURANCE 


What insurance is required of these people along with bonds, such 
as personal and property liability ? 

Mr. Moore. They must carry liability insurance in accordance with 
State laws. 

Mr. Conte. Oftentimes the State law provides only for $2,000, 
$3,000, $4,000, or $5,000. 

Mr. Moore. This matter was investigated in 1954, I believe, Con- 

essman, and our General Counsel’s office informed us that there was 
oubt as to whether we had authority to impose any greater liability 

insurance upon these contractors than the State law provided. 

Mr. Pitztion. That is strange. 

Mr. Gary. That is very strange. 

Mr. Prution. You can make a contract and put anything you want 
to init. That is one of the freedoms of a contract. I would question 
that opinion very much by the Office of the General Counsel. 

Mr. Moore. It has always been considered that the State laws pro- 
vided ample protection insofar as liability insurance is concerned. 

Mr. Priui0Nn. That is a different statement. 

Mr. Conte. Pursuing that question further, I believe there are only 
three States in the United States which require compulsory insurance 
for automobiles, and they are New York, Massachusetts, and the Dis- 
trict of Columbia. 

Mr. ALtExaNnvER. North Carolina does. 

Mr. Conte. I did not realize that. 

Mr. Gary. Does what? 

Mr. Conte. Require compulsory insurance on motor vehicles. 
There are some States Ben require compulsory insurance after a 
person has been involved in an accident, but Massachusetts, New 
York, the District of Columbia, and North Carolina laws require 
that everyone carry insurance, regardless of whether they have been 
involved in an accident or not. 

Mr. Gary. But, they require only $5,000 and $10,000—$5,000 for a 
erson, and $10,000 for an accident—and I do not think that is enough 
or the U.S. Government. I do not consider it enough for myself. 

(Discussion off the record.) 

Mr. Gary. I certainly would not say without any investigation or 
study exactly what I think should be required, but ido not think that 
limits of $5,000 and $10,000 are sufficient under the circumstances. 

Mr. Moore. Mr. Chairman, may we secure for you a list of the 
States, together with the liability insurance which is imposed upon 
these contractors by each State, and then furnish it for the record ? 

(The list follows :) 
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Intrastate insurance 


requirements 











Financial 
responsibility 











































State and description Public liability | Property 
damage 
Alabama: Common, contract carriers_............---.------ $5,000 to $10,000___} $1,000 
SO ee eer en, $5,000 to $10,000. _- 5, 000 
Arkansas: 
For hire carriers $10,000 to $20,000_ . 5, 000 
Ne ei arietrec te cnanach Caan biheanspaeaimnenaien 1 REE eer 
California: 
All for hire property carriers.............-.....<.0.-2.--2-) nes no to $100,000-- 10, 000 
rivate OR shcties aeininaeuielicsgmeaen aed 
Colorado: Commercial, common carrier, private....-....--- $10, "000 to $20,000-- 5, 000 
Connecticut: 
RN MNONIIN SS oh cdi wuindtepntnasnucnucteidedwesdsbec cong to $100,000- 10, 000 
oo, See 
Delaware: For hire carrier 
NE EEE RGAE ORES SED 
Florida: 
Common or contract carriers_-_-_- 
A i i a ee cee cakok saddens bomeb 
Georgia: 
SND Sak dace titers tn 2 esacisdh ahaa eins coset bsbivipe bra sieaieiaa 
i | 
Idaho: All carriers under Idaho Public Service Commission. PY ‘000 to $10,000_.- 5, 000 
a i a les Sa ae oa $20,000 to $40,000- 5, 000 
Indiana: 
See IE RINNE Sth od cn akncandotenceowantanawion 6 000 to $20,000. - 5, 000 
a la oe eee ign pened. | EES rey eee 
Towa: 
Motor carriers, truck operators ~ oy to $50,000. _ 10, 000 
AA ae, A SATE, Res See 
Kansas: All certificated carriers (effectiv: $25, ‘000 to $50,000 - 5, 000 
Kentucky: 
Carriers of property under 18,000 pounds---__..---.--.---- $10,000 to $20,000 - - 5, 000 
EN ES EE SE ee $10,000 to $30,000 -_ 5, 000 
Louisiana: 
Common carrier and contract.......-...-.--.----------- BIND sec aasbaa-i 1,000 
a a Sa A aN SR ae ea | RRA Rae" 
Maine: 
IE AR REE TTT RE PRT ME $10,000 to $20,000 -- 5, 000 
a a ee ang numa teayint PRD s hucocwnacbuamcondeacee 
Maryland: 
For hire carriers. ............... $10,000 to $20,000 - - 5, 000 
(i ee eee SRE EERE PTE RED SAT 
Massachusetts: All property carriers. $5,000 to $10,000 - - - (4) 
Michigan: 
SU NIIINNIR S Dee iss a seek en ate Loace kt $25,000 to $100,000. 10, 000 
J ni eae a 
Minnesota: Freight carriers $25,000 to $50, 000. 5, 000 
Mississippi: 
IR et ts ete Se enone $10,000 to $20,000. - 10, 000 
Private commercial carriers. ..........--.-.------------- DID. cccccuonnkudodadet saat 
Missouri: 
For hire carriers $25, eg to $100,000-| 10, 000 
I a EELS Se ae 
Montana: 
For hire carriers $5,000 to $10,000 -- - 5, 000 
a a DNs utnacienecagheneenie: 
Nebraska: 
ERE ee TC ne eT $5,000 to shenansite 1,000 
oo SRE SERRE AES ea ee ARR ee None. : snliahersesed 
Nevada: 
eld TSI ellen eit See i a Ne I $25,000 to $100,000_| $10,000 
IR SO te. gS eee. LoL Dc anbabbbnnnasadoanapedon None Red ERS hi ee 
a Cargo liability only, by weight, $1,000 to | $10,000 to $20,000 2_| 25,000 
a ee $5,000 to $10,000 2 21,000 
New Mexico: Common carrier and contract $10,000 ra $20,000. - 1,000 
New York: 
RE eee oe eae eae $25, egg to $100,000_ 10, 000 
DE Gd kolo ceddt ase. tasicawniwinducetconcdiewds REE, Pee Geeks 
North Carolina: 
Franchise haulers—restricted common carrier ----------- $5, eA to $50,000. - 5,000 
| eee ae Se eens! Vie ane eee None 
North Dakota 
SOE he OR EES ER ee eee ce Ae eee 5,000 
a (8 hy ESE eS A Naren eee ne Ae ie ccknikdacencibape ube 
Mt otor transport company or common carrier.--_.-------} $25, -” to $100,000_| 10,000 
hE A es ER § aaa 10, 000 
Oklahoma: 
SS ae ee eae EEE f. ese tp ee... 1,000 
onan dy’ KG RCE SR Eas ee PE pee ee er ‘ 
Oregon: Common carrier, contract, private $10. 1000 to $20,000.-| 10, 000 
Pennsylvania: Common, contract ____----- $5,000 to $10,000 , 000 
SS a eee ee $25,000 to $100,000_! 10,000 


See footnotes at end of table. 
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Yes. 


Yes. 


Yes. 
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Yes. 
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Yes. 
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Yes. 
Yes. 


Yes. 


Yes. 


Yes. 
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Intrastate insurance requirements—Continued 














State and description Public liability | Property| Financial 
damage | responsibility 

South Carolina: For hire, freight ._........................- $5,000 to $10,000_ __ 1,000 | Yes. 
South Dakota: Cargo only, $1,000 to $3,000 _, Se eee (3) Yes.! 
Tennessee: 

For hire Yes. 

Private Yes. 
Texas: 

Common, contract, specialized__.........-..-.---------- $5,000 to $10,000_ __ 5,000 | Yes. 

Pb ons nccnuévannatibadcidtes bdektseusaccudcaweden RR ee 
Utah: 

IID so nk cabdnnnisasoserecasaakasiuuunsnacces meskee $20,000 to $40,000 -- 10,000 | Yes. 

EL bcke Feien dcmah pinch Senin Ccayeseee deans eno eden BRR ee, oe ee 
Wddits cas uweenesapenedesscksupeniomantzasenmnatiaed ee ee Yes 
Virginia: 

All, except private $5,000 to $10,000_.- 1,000 | Yes 

RE ae aa eee of BO cone Pea She? Pelee 
Washington: 

a $25,000 to $100,000_- 10,000 | Yes. 

Ra iin kandidgad iwddncdnodcchddvnndinawtunadanabas ES err. 
West Virginia: 

DE ne Rantpekaxncoesuanneacaeemanvaaseransce temadeet $5,000 to $10,000- _ - 1,000 | Yes. 

PIE LGN cedceaaandetlc Gc ekat budhidewwaoacedadaus af TOM 6 decttdacanndlbsdadewes 
Wisconsin: 

a SE. ES S25 EES AE eon Pee I ELT $10,000 to $20,000-- 10,000 | Yes. 

TG aco inact 2 std dae mean bant pemmeraueitel Ns ecehvinte Caw ol comm amid 
Wyoming: Common and contract.........-.---------------- $5,000 to $20,000_ - _ 5,000 | Yes. 














1 Yes; must satisfy public utility commission of ability to respond to damage. 
2 Only after accident. Not prerequisite if accident-free record exists. 
3’ No amounts specified. 


Mr. Moore. The present policy has been followed for years in the 
Post Office Department on this matter. The thought has been in the 
past that the rigid requirements of the States concerning liability in- 
surance, which are in most cases more stringent than those imposed 
by the Interstate Commerce Commission, made it unnecessary to in- 
clude those requirements in these contracts and this has been the his- 
torical policy. We would like to submit the facts in the cases referred 
to by Congressman Conte; also, we will be very happy to explore this 
entire problem with our general counsel to determine what overall 
policy should be adopted. 

Mr. Conte. I would also like for the record for you to discuss this 
with your attorney as to whether there could be a provision in the 
contract requiring them to carry a certain amount of insurance, if 
the State they operate in does not require them to carry insurance? 

Mr. Moore. I would be very glad to. 

Mr. Conte. I think it is very important. 

Mr. Moore. I think the question is whether the Government can 
require it. 

Mr. Conte. I think that under the contract law you can do anything 
you want. You can make it a condition of your contract. 

Mr. Gary. That is right. 

(The information requested follows:) 

You have asked our opinion as to your authority to include in star route con- 
tracts a requirement that the contractor carry public liability insurance in stated 
amounts. 

There are no direct statutory provisions on this matter. Accordingly, recourse 
must be had to the decisions of the Comptroller General. The only decision of 
that officer directly in point was rendered in 1988 (18 Comp. Gen. 285 at 298). 
In that decision, the Comptroller General permitted public liability insurance 
with some hesitation in the case before him. More recently (Jan. 12, 1956, 35 
Comp. Gen. 393), he held that the Department could not include in lease pur- 
chase contracts provisions for insurance for the benefit of the Government. Un- 





202 


der the circumstances, I believe it would be advisable to obtain a decision from 
the Comptroller General before any steps are taken to require public liability 
insurance in star route contracts. 


Mr. Barnes. Congressman, I think I should elaborate a little on 
this ee regulation. There are certain exceptions, which 
I will read: 


This may be expanded to 12 hours in the aggregate in order to complete a run 
during adverse road or weather conditions; 12 hours in the aggregate if the 
driver has at least 8 hours’ rest between runs and at least every third day off; 
14 hours in the aggregate if the driver has every other day off. 





In cases of emergency the driver may complete the run without being in vio- 
lation of the regulations. 

Mr. Conte. In this case—you must have my clippings. Did you 
keep my clippings on that? 

Mr. Barnes. I did not intend to. 

Mr. Conve. In this case the driver of the truck had been drivin 
for 16 hours, and he only had an hour off in Albany at the termina 
while they loaded his truck. Thus he has not complied with these 
regulations, unless you have something else to tell us. 

r. Barnes. Unless it does come under this item, “In case of emer- 
gency the driver may complete the run without being in violation of 
these regulations.” But, from what you say, he apparently violated 
the regulations perhaps before that time. 

Mr. Conte. Yes. 

Mr. Barnes. That is the thing we will determine for you. 

Off the record. 

(Discussion off the record.) 

Mr. Contr. He must have been quite tired, for he went through a 
red light. Also, he must have been in a terrible hurry to get back to 
his post in Albany. 

In the second accident the poor, innocent fellow was pushing a car 
on the street underneath some street lights and the truck plowed into 
the back of the car and killed him. 

It was a miracle that he did not kill the occupants of the car. 

Mr. Barnes. That was a different contract. 


TRAFFIC ACCIDENTS INVOLVING STAR ROUTE CONTRACTORS 


Mr. Contr. Could you provide for the record, Mr. Barnes, and tell 
us how many accidents these people have had throughout the country 
in the Metro system, if you have that information ? 

Mr. Barnes. We will have to get that for the record. 

Mr. Moorge. Mr. Chairman, may I make one correction : 

The two accidents involved here, Mr. Congressman, did not have 
anything to do with the Metro area plan. These were star route 
contracts which have been in existence for several years. 

Mr. Conte. Have they? 

Mr. Moors. Yes, sir. They had nothing to do with the Metro area 
plan as such. One of my staff members called the Boston regional 
office last night and found that the two star routes involved were be- 
tween Albany and Boston for transporting bulk mail and some pref- 
erential mail. They have been in existence for several years. 

Mr. Conte. Both contracts? 

Mr. Moors. That is right. 
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As to the answer to your other question, my information was that 
the accident record is excellent with respect to star route contractors 
generally, but if you would like a rundown, we would be happy to 
get it for you. 

(The information follows :) 


Traffic accidents involving star route contractors, 1959 














Regions Accidents | Fatalities Regions Accidents | Fatalities 

CT SER OOO R a e 7 4 | Minneapolis | Se 
eee if Se ee Wichita. ......... | SAS A 
Philadelphia----.....-.-- | eae See eee 9 z 
Washington, D.C.-.-.-..-.. ft i eee (SS eae ae ee 
DN iete to cexcucencscce 1 1 | San Francisco. -......-.-- + | RTS 
Bo Eee 2 3 aes 5 SORE 
fo ee eee : Seema ene Pees 2) 

ee aera Sees (| a or 107 10 
er Dil esanctuwactay 




















Note.—Contractors are not required to report traffic accidents unless mail is damaged or sariously 
delayed. The above figures are based on reports received in regional offices. 


Mr. Contr. This may be an isolated case, but here are two fatalities 
in the same town in the period of weeks. It seems most unusual. 
Folks back home are aroused about these accidents and rightfully 
So. 

Mr. Moore. There is no question about it. 

Mr. Contr. Folks believe that these were Metro trucks. 

Mr. Barnes. I think, Congressman, that might have been deliberate. 
Actually, it had nothing to do with the Metro system at all. 


CONTRACT TO CARRY MAIL UNDER STAR ROUTES 


Mr. Canrtevp. Are these contracts let out to competitive bidding 
a, do the contracts have to be awarded to the lowest reputable 

idder ? 

Mr. Barnes. To the lowest responsible bidder. 

Mr. Conte. What is the basis of the contract? Is it so many runs 
per day, or so many pieces of mail, or so many bags of mail ? 

Mr. Barnzs. It is on a schedule basis normally. Of course, they 
know in advance about what the volume would be in order to de- 
termine the size truck they would have to use. 

Mr. Conte. Is it an overall contract, or is it a contract per mile? 

Mr, Barnegs. It is an annual contract. 

Mr. Conte. Would you for the record supply some of the provisions 
of those contracts ? 

Mr. Barnes. Yes; we can furnish you those. I think we have 
them right here. This [indicating] is the same as I gave you yester- 
day, Mr. Conte. 

(The information requested follows :) 


INsTRUCTIONS To BIDDERS 
(Star Routes) 


Who may bid and become contractors 

1. Any responsible person who is at least 21 years of age and a citizen of the 
United States, or has taken out his first naturalization papers within the past 
7 years, may submit proposal and enter into contract for carrying the mail, 
subject to provisions and restrictions enumerated below. 
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2. The law provides that no proposal for a contract for star route service 
shall be considered unless the bidder is a legal resident of the county or counties 
traversed by the roads over which the mail is to be carried, or a legal resident 
within the counties adjoining such county or counties; except that proposals 
for carrying the mail tendered by firms, companies, or corporations shall be 
considered : Provided, That such firms, companies, or corporations are actually 
engaged in business within the counties in which individuals are restricted 
as to residence. 

3. No postmaster, assistant postmaster, clerk employed in any post office, 
rural carrier, special-delivery messenger, or other postal employee, including 
substitute or temporary, shall be a bidder, contractor, or concerned in a bond 
or contract for carrying the mail on a star route. Nor will the husband or 
wife of a postmaster or assistant postmaster, or any member of a postmaster’s 
or assistant postmaster’s immediate family be permitted to become a mail con- 
tractor, surety on a bond or contract, subcontractor, or carrier of the mail on a 
star route. The words “immediate family,” as used in this section, are con- 
strued to mean persons who are members of the same household or persons 
dependent one upon the other for support. Under other circumstances blood 
relatives are not held to be members of the same immediate family. 

4. No contract for carrying the mail shall be made with any person who has 
entered, or proposed to enter, into any combination to prevent the making 
of any bid for carrying the mail, or who has made any agreement or given 
or performed, or promised to give or perform, any consideration whatever to 
induce any other person not to bid for any such contract. 

5. A married woman may be accepted as contractor or surety in cases where 
the laws of the State in which the contract is executed permit her to enter into 
contracts generally as freely as though she were unmarried. When a woman 
bids or is offered a surety, it must be stated whether she is married or single. 


Special notices to bidders 

6. Before submitting proposals, bidders are urged to familarize themselves 
with the Star Route Contract General Provisions and the service to be per- 
formed; the estimated weight and volume of mail to be carried; condition of 
roads, including toll charges for bridges and ferries, and all other circumstances 
affecting the cost of operation, without regard to prevailing rates or the amount 
of bond specified, so as to avoid misapprehension or cause for complaint 
thereafter. 

7. Bidders are also urged to acquaint themselves fully with all laws and 
regulations governing the operation of motor vehicles, both intrastate and inter- 
state. (Read carefully 14(1) and 14(2) of Star Route Contract General Pro- 
visions). Strict compliance therewith will be required. 

8. The distance stated in this advertisement is believed to be substantially cor- 
rect. The pay will neither be increased nor decreased if the actual distance is 
greater or less than advertised, if the points to be supplied are correctly stated. 
No claim for additional pay can be allowed which is based on alleged mistakes 
or misapprehensions as to the degree of service. 

9. The schedule on a route will not be changed to meet the convenience of 
a contractor, subcontractor or carrier unless an investigation shall show that 
such change will in no way be detrimental to the service. 

10. No withdrawal of a bid will be allowed unless the notice of withdrawal is 
received in the office of the Distribution and Traffic Manager 24 hours previous to 
the expiration of the time within which bids will be received. 

11. Any regular contract awarded under this advertisement may be renewed 
for additional terms at the rates prevailing at the end of the contract term. 
Bidders are cautioned not to submit proposals with the expectation of having 
their pay readjusted. 

12. All persons are cautioned not to allow their names to be used as bidders 
unless they intend to carry the mail or supervise the service in person. Every 
bidder is required to make a signed statement “that the bid is made in good 
faith and with the intention to enter into contract to perform service in case 
said bid shall be accepted.” 

13. The Fair Labor Standards Act (commonly known as the Federal Wage 
and Hour Law) applies to employees of a mail transportation contractor engaged 
or assisting in the performance of its contracts. The minimum wage, overtime 
pay, and recordkeeping provisions of such law are its principal requirements. 
Further information on the requirements and application of the Act may be 
obtained from any of the Regional Offices of the Wage and Hour and Public 
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Contracts Division, U.S. Department of Labor, or their headquarters office at 
Washington, D.C. 


Proposals and bonds 


14. All proposals must be in the form (5468) prescribed by the Department, 
or a Similar approved form provided by a surety company. Proposal forms may 
be obtained from the postmaster at the office where this advertisement is posted 
or from the Transportation Planning and Procurement Officer at address shown 
on page 1 of this advertisement. 

15. Every proposal must be accompanied by a bond executed by a qualified 
surety company, or by two or more individual sureties, who are the owners 
of real estate worth, in the aggregate, a sum double the amount of bond required, 
over and above all debts, judgments, mortgages, executions, and exemptions. 
Personal property is not acceptable. 

16. Unless the bond of a bidder is executed by a qualified surety company, 
a statement signed by the sureties is required as a part of the bond, showing the 
amount of real estate owned by them, a brief description thereof, and its probable 
value, where it is situated, and in what county and State the record evidence 
of their title exists. Any surety intentionally submitting a false statement is 
liable to punishment under Title 18, United States Code, Section 1001. 

17. If a surety company is to be furnished, the proposal, together with appli- 
cation and fee, should be mailed to the company sufficiently in advance of 
expiration date, at least one week if practicable, to permit completion and filing 
in the Office of Distribution and Traffic Manager as shown on the advertisement. 

18. Information relative to surety companies acceptable as sole surety on bonds 
accompanying proposals, or on contracts, may be obtained from postmasters or 
postal transportation officials. 

19. The amount of bond required with bid is stated in the advertisement. 


Award of contracts 


20. The law provides that contracts for the transportation of mail shall be 
“awarded to the lowest responsible bidder tendering sufficient guaranties for 
faithful performance in accordance with the terms of the advertisement,” and 
further, “that such contracts require due celerity, certainty, and security in the 
performance of the service.” 

21. In addition to rejecting the bids of persons who are not responsible bidders, 
the Department may reject bids accompanied by bonds on which there appears 
as surety the name of a person who is barred from bidding by reason of being 
a failing bidder or contractor, or who is barred from bidding for any other 
reason, 

22. The Distribution and Traffic Manager reserves the right to reject all 
bids when in his judgment the interest of the service requires it. 

23. The award of contract under this advertisement will be announced as 
early as practicable, but the Department reserves the right to accept a proposal 
submitted under it at any time within 60 days from the date of the expiration 
of the advertisement. 

24. The Postmaster General reserves the right to rescind the acceptance of 
a proposal at any time before the signing on behalf of the United States of the 
formal contract without the allowance of any indemnity to the accepted bidder. 
Requirements of accepted bidder 

25. The accepted bidder under this advertisement will be required to execute 
contract with sureties acceptable to the Postmaster General. The contract must 
be executed and filed in the office of the Distribution and Traffic Manager within 
60 days from the date of acceptance of the bid; otherwise the accepted bidder 
may be considered as having failed, and the Postmaster General may proceed to 
contract for the service with other parties, according to law. 


Subcontracts 


26. The making of a subcontract without the prior consent of the Distribution 
and Traffic Manager or the Transportation Planning and Procurement Officer 
is a breach of contract. See section 3(c) and 17(a) of the General Provisions. 
The Department’s regulations set out the conditions under which approval of sub- 
contracting may be obtained. 
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Star Route ConTRACT GENERAL PROVISIONS 


1. Definitions.—As used throughout this contract, the following terms shall 
have the meanings set out below: 

(a) Theterm “Department” means the Post Office Department. 

(b) The term “Postmaster General” means the Deputy Postmaster General, 
or any Assistant Postmaster General; and the term “his duly authorized repre- 
sentatives” means any person or persons or board authorized to act for the 
Postmaster General. 

(c) The term “Contracting Officer” means the person executing this contract 
on behalf of the Government, and any other officer or employee who is properly 
designated Contracting Officer; and the term includes, except as otherwise 
provided in this contract, the authorized representative of a Contracting Officer 
acting within the limits of his authority. 

(d) The term “mail” includes postal materials, supplies, mail locks and bags, 
and foreign mail in transit across the territory of the United States. 

(e) The term “advertisement” means the last advertisement inviting bids 
for service on the route covered by this contract. 

(f) The term “route” means the route or routes as described in this contract, 
as it may be extended, curtailed, or otherwise altered in accordance with the 
terms of this contract. 

(9g) The term “time” means standard time for the place to which it refers 
unless otherwise specified. 

2. Disputes.—Except as otherwise provided in this contract, the assessment 
of damages or forfeitures under this contract, or any dispute concerning a 
question of fact arising under this contract, shall be decided by the Contracting 
Officer, who shall reduce his decision to writing, and mail or otherwise furnish 
a copy thereof to the Contractor. Within 30 days from the date of receipt of 
such copy, the Contractor may appeal by mailing or otherwise furnishing to 
the Contracting Officer a written appeal addressed to the Postmaster General. 
The decision of the Postmaster General, or his duly authorized representative 
for the hearing of such appeals, shall be final and conclusive unless it is de- 
termined by a court of competent jurisdiction to have been fraudulent or 
capricious or arbitrary, or so grossly erroneous as necessarily to imply bad faith, 
or not supported by substantial evidence: Provided, That if no such appeal is 
taken, the decision of the Contracting Officer shall be final and conclusive. In 
connection with any appeal proceeding under this article, the Contractor shall 
be afforded an opportunity to be heard and to offer evidence in support of its 
appeal. Pending final decision of a dispute hereunder, unless otherwise directed 
by the Contracting Officer, the Contractor shall proceed diligently with the per- 
formance of the contract and in accordance with the Contracting Officer’s 
decision. 

3. Personal Responsibility of Contractor—(a) The Contractor shall reside 
on or contiguous to the route. A firm, company, or corporation holding a contract 
may have the service supervised by a local agent or representative who resides 
on or contiguous to the route. As used in this paragraph “on or contiguous to 
the route” means sufficiently near in the judgment of the Department, to enable 
the Contractor, taking into account local conditions, to supervise the performance 
of service under this contract. 

(b) If the Contractor uses employees in the performance of this contract, 
he shall give his personal supervision to such performance. 

(c) This contract shall not be assigned by the Contractor. It may be sublet 
with the written consent of the Contracting Officer and subject to the regulations 
of the Department. 

(d) The Contractor shall remain accountable and answerable in damages 
(including penalties assessed pursuant to section 16, General Provisions) for 
the faithful performance of the obligations assumed by him in this contract 
whether or not he has entrusted the care and transportation of the mail to 
another. The Contractor shall be chargeable with all acts and omissions of his: 
employees, of a subcontractor or the latter’s employees, or of any other person 
who has assumed the care and transportation of the mail. 

4. Service Requirements.—(a) The Contractor shall carry the mail with cer- 
tainty, celerity, and security in accordance with the schedule of arrivals, depar- 
tures, and running times fixed in the advertisement, or in accordance with any 
alteration made pursuant to section 10, General Provisions, of this contract. In 
such carriage the Contractor must protect the mail from loss, depredation,, 
becoming wet, and other damage either from the elements or other causes. 
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(b) Unless otherwise specifically provided in this contract the Contractor 
shall use equipment sufficient to transport the whole of the mail tendered for 
transportation under this contract, whatever may be the size, weight, or increase 
resulting from any cause during the term of this contract. The Contractor shall 
use motor vehicles when road and weather conditions permit. When conditions 
preclude the use of motor vehicles, reasonable additional running time will be 
allowed for the use of other modes of conveyance. 

(c) If more than 10 minutes are taken for opening or closing the mail at any 
intermediate post offices, the schedule time will be increased by the additional 
time taken. 

(d) Unless otherwise provided in the advertisement or pursuant to section 10, 
General Provisions, the Contractor shall carry the mail over the road traveled 
by the former Contractor or, if this is a renewal contract, by the Contractor 
during the last contract term. If no service has previously been performed on a 
part of the route, the Contractor, unless otherwise provided in the advertisement 
or unless the Contracting Officer otherwise orders, shall use the shortest public 
road between the points named. Should the regular line of travel become 
impassable, the carrier will use the most available road in order to perform full 
service, unless otherwise directed by the Department. 

(e) Unless otherwise provided, service is to be performed on holidays. 

5. Transportation of Inspectors.—The Contractor shall carry postal inspectors 
and other duly authorized agents of the Post Office Department between points 
on the route without additional charge upon the exhibition of their credentials, 
on regularly scheduled trips on which mail is transported and where the mode 
of conveyance permits transporting such persons. The presence of a postal 
inspector in the Contractor’s vehicle shall not be disclosed by the Contractor 
to any person. 

6. Service to Post Office and Railroad Connections.—(a) The Contractor shall 
take all the mail, whether or not in sacks, from, and deliver it to each post office 
established on the route and shall take all the mail from and deliver it to such 
other points on the route as the Contracting Officer shall designate. Unless 
otherwise stated in this contract, or any modification thereof, this requirement 
applies to all trips, both outgoing and returning. 

(b) The Contractor, unless otherwise directed by the Contracting Officer, shall 
take the mail in his custody into the post office at the place at which he stops 
for the night, and if there is no post office at such place, the Contractor shall lock 
up the mail at some secure place at the risk of the Contractor. 

(c) If this route terminates or is arranged to make connections with trains, 
at a railroad station, the Contractor shall make the exchange of mail. He shall 
deliver mail to and receive mail from the agent or clerk on the train, or if 
crane-and-catcher service is employed, the Contractor shall hang the pouched 
mail and remain in charge of it until the mail is taken on board the train, unless 
the railroad company has an agent at the point of exchange and it would delay 
the mail for the route or impose a hardship on the Contractor to remain and 
make the exchange. In such a case, the Contractor shall deliver the mail to 
and receive it from the agent of the railroad company who will be required to 
receive the mail from and place mail on the train. 

(d@) The Contractor shall serve in the ordinary course and without allowance 
of additional pay, except as otherwise provided for in the contract, all post 
offices in operation at the commencement of the contract term and those estab- 
lished thereafter as well as railroad stations and junction points. 

7. Mail Service to Patrons.—To the extent this contract requires box collec- 
tion and delivery service, the Contractor shall— 

(1) prepare and maintain a list of patrons served, arranged alphabeti- 
cally and according to box numbers, and accept and arrange mail in proper 
order for deposit in boxes of the patrons, or place it in the proper individual 
sacks for delivery, when so directed by the Contracting Officer ; 

(2) deposit all mail matter received for that purpose from a post office 
into the appropriate mail boxes of patrons placed along the line of the 
route, or if such mail cannot be contained in such boxes, deliver it as pro- 
vided in the Department’s regulations ; 

(3) hang any private mail satchel received from a post office on the appro- 
priate mail crane placed along the line of the route; 

(4) receive all mail properly tendered by patrons; 
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(5) collect all mail from or about mail boxes placed along the line of 
the route when a signal is displayed to indicate that a box contains mail 
to be taken; 

(6) collect private mail satchels either with or without mail in them 
from cranes when satchels are used. 

The Contractor shall deliver all mail or mail satchels received or collected along 

the route to the next post office at which he arrives or to such other point or 

person on the route as the Department may direct. 

8. Additional Services for Patrons.—In addition to delivery and collection of 
ordinary mail, the Contractor may be required by the Contracting Officer to 
perform the following duties : 

(1) sell stamp supplies; 

(2) accept money with applications for money orders and give receipts; 

(3) accept and give receipts for matter presented for registration, certifi- 
cation, insurance, or ¢.o.d. service ; 

(4) deliver registered, certified, insured, and c.o.d. mail. 

Contractors shall transact such business only when patrons meet them along 
the route. 

In the event additional responsibilities are imposed upon the Contractor by the 
Contracting Officer under sections 7 and 8, General Provisions, of this contract. 
after the Contractor has filed his bid or renewal proposal, the compensation of 
the Contractor may be readjusted under section 9(b), General Provisions, of this 
contract. Failure of the Contractor and the Contracting Officer to agree on the 
amount of such adjustment shall be deemed a dispute concerning a question of 
fact within the meaning of section 2, General Provisions, of this contract. 

9. Payment.—(a) Compensation at the specified contract rate will be paid in 
installments at the close of each 4-week accounting period of the Post Office De- 
partment, subject to any adjustment made pursuant to the contract. When re- 
quested by the Contracting Office, the Contractor shall submit to the Contracting 
Officer evidence, in such form and reasonable detail as the Contracting Officer 
requires, of the proper performance of service under the contract during such 
accounting period. 

(b) The Department with the consent of the Contractor may readjust the com- 
pensation under this contract for increased or decreased costs occasioned by 
changed conditions occurring during a contract term which could not reasonably 
have been anticipated at the time the Contractor made his original or renewal 
proposal. 

(c) In the event ‘the regular line of travel is impassable and full service is 
performed in accordance with section 4 over another and longer line of travel, the 
compensation of the Contractor will be increased equitably for such service but 
not in excess of a pro rata increase of compensation for the additional miles neces- 
sarily traveled. Failure of the Contractor and the Contracting Officer to agree 
on the amount of such adjustment will be deemed a dispute concerning a question 
of fact within the meaning of section 2, General Provisions, of this contract. 

10. Changes in Schedule.—The Contracting Officer may discontinue or extend 
service, change the schedule or termini of the route, alter, increase or decrease 
the service in accordance with law or change the roads over which mail is to be 
carried. Inthe case of any such action, compensation will be adjusted as follows: 

(1) If the amount of service is neither increased nor decreased, no change 
will be made in the amount of compensation ; 

(2) If the one-way length of the route is increased or decreased by no 
more than 1 mile by the relocation of any terminal, post office, station or 
branch on the route, no change in compensation will be made: 

(3) If the service is increased, then subject to the limitation of (2) above, 
the compensation will be increased equitably, but not in excess of a pro rata 
increase of compensation for the additional service: or 

(4) If the service is decreased, then subject to the limitation of (2) 
above. the compensation shall be decreased equitably, but the compensation 
as decreased after such adjustment will not be in excess of the pro rata 
compensation for the service retained. 

Failure of the Contractor and Contracting Officer to agree on the amount of such 

adjustment shall. be deemed a dispute concerning a question of facts within the 

meaning of section 2, General Provisions, of this contract. In the case of de- 
crease, curtailment or discontinuance of service involving a reduction in compen- 
sation, the Contractor will be allowed as full indemnity 1 month’s compensation 
on the amount of service dispensed with. Extensions shall not cause the one- 
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way length of the roads covered by the route to exceed by more than 50 miles 
the one-way length of the roads covered by the route at the time the contract was 
made. In determining the maximum permissible extension of the one-way length 
of the route during a contract term, the one-way length of roads upon which 
service has been discontinued during the contract term shall be subtracted from 
the length of roads covered by the route at the time the contract was made. 
Retraced or overlapping mileage shall not be included in determining the one- 
way length of the roads covered by the route. 

This section does not preclude readjustments of compensation under section 
9(b), General Provisions of this contract. 

11. Increase of Scheduled Speed.—If the Contracting Officer determines it nec- 
essary to increase the speed upon the route upon which the mail is carried, the 
Department shall have to right to terminate this contract upon payment of 1 
month’s compensation and to make a new contract unless the Contractor, with 
the consent of his sureties, agrees to continue the service upon the expedited 
running time without additional compensation therefor. In the event of such 
an agreement the Contractor shall perform the expedited service, subject to all 
the conditions in this contract until the termination thereof in the same manner 
as if such expedited service had been stated in the contract when it was made. 

This section does not preclude readjustments of compensation under section 
9(b), General Provisions of this contract. 

12. Release of Contractor.—(a) The Postmaster General is authorized in his 
discretion, to release the Contractor from this contract under certain circum- 
stances involving undue hardship to the Contractor. Such release can be granted 
only under the conditions set out in paragraph (b) and after— 

(1) the Contractor has applied for a release : 

(2) the Department has ascertained the facts and has determined a re- 
lease will be in the interests of the postal service ; and 

(3) the Department has secured a new contract following an advertise- 
ment for bids. 

A release under this section, except under (0) (4) shall be regarded as a de- 
crease, curtailment or discontinuance of service under this contract within the 
meaning of that portion of section 10, General Provisions of this contract, per: 
taining to the payment of indemnity. 

(b) Releases under this article are restricted to instances involving— 

(1) material changes in the amount of service; 

(2) changes in schedule requiring the Contractor to be away from the 
initial terminal for a period substantially longer or shorter than the period 
originally stated in the contract; 

(3) an abnormal and sustained increase in the amount of mail to be car- 
ried occurring after the Contractor submitted his bid or proposal and re- 
quiring larger equipment to maintain the service; or 

(4) compensation which is wholly inadequate. 

Before a Contractor can be released under section 12(b) (4), he must waive 
claim to the 1 month’s extra pay as indemnity under section 10. 

13. Extension of Term.—This contract in the discretion of the Department may 
be continued in force beyond its express term for a period not exceeding 6 months. 

14, Safety Regulations.—The Contractor shall observe all safety measures for 
protection of the general public and operating personnel prescribed by applicable 
State or Federal laws and regulations governing the operation of motor vehicles. 
In the event the Contractor uses a motor vehicle with a capacity in excess of 250 
cubic feet for the carriage of mail in the performance of this contract, then the 
following conditions also apply with respect to such vehicle and its operation in 
the performance of this contract, notwithstanding any exemption contained in 
any provision of the Interstate Commerce Act, or in any regulations issued by 
the Interstate Commerce Commission thereunder: 

(1) To the extent provided in regulations of the Department, the Con- 
tractor shall comply with the Motor Carrier Safety Regulations issued by 
the Interstate Commerce Commission from time to time. 

(2) In the event of changes in the requirements imposed upon the Con- 
tractor under this section occurring after the Contractor has filed his bid or 
renewal proposal, the compensation of the Contractor shall be equitably 
adjusted to cover any increased cost of operation resulting therefrom. Fail- 
ure of the Contractor and the Contracting Officer to agree on the amount 
of such adjustment shall be deemed a dispute concerning a question of 
fact within the meaning of section 2, General Provisions, of this contract. 
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15. Prohibitions—(a) The Contractor shall discharge any carrier or any other 
person having charge of the mail when required to do so by the Contracting 
Officer and shall not employ any person— 

(1) under 18 years of age to care for or transport the mail ; 

(2) undergoing a sentence of imprisonment at hard labor imposed by a 
court having criminal jurisdiction ; 

(3) not having sufficient intelligence to properly handle and deposit the 
mail for deposit along the route; 

(4) nota reliable and trustworthy person of good character ; or 

(5) not authorized by law or the regulations of the Department to be 
concerned in contracts for carrying the mail. 

(b) The Contractor shall not— 

(1) transport otherwise than in the mail, letters, packets or newspapers 
which should go by mail; or 

(2) convey or transport any person engaged in carrying letters, packets 
or newspapers which should go by mail. 

16. Liquidated Damages.—The Contractor shall forfeit— 

(1) the price of a trip when it is not run, and in addition, an amount not 
more than three times the price of the trip if the failure is occasioned by 
the fault of the Contractor or carrier ; 

(2) not in excess of one-fourth of the annual pay for a violation of sec- 
tions 18 and 19, General Provisions, of this contract; 

(3) a sum not to exceed one and one-fourth times the value of matter for 
the loss of, or depredation upon mail in his custody if the loss is occasioned 
by the fault of the Contractor or his agent ; and 

(4) a penalty in the discretion of the Department for violating any other 
provision of this contract touching on the carriage of the mail or the time 
and manner thereof without a satisfactory explanation of the delinquency 
in due time. 

The forfeitures set out in this section may be increased to penalties of a higher 
amount in the discretion of the Department, according to the nature or fre- 
quency of the failure and the importance of the mail, but no penalty under this 
section shall exceed three times the pay of a trip in each case unless a higher 
penalty is expressly authorized above. Penalties provided for in this section 
may be assessed by the Postmaster General, or may be assessed by the Con- 
tracting Officer in accordance with section 2, General Provisions, of this con- 
tract, entitled “Disputes.” 

17. Cancellation.—(a) The Contracting Officer, subject to appeal by the Con- 
tractor to the Postmaster General, may terminate the Contractor’s right to con- 
tinue performance of the contract and call upon the sureties to perform or may 
eancel the contract for— 

(1) repeated failures or for failure to perform service accordimg to the 
contract ; 

(2) violating the postal laws or regulations; 

(3) disobeying the instructions of the Contracting Officer or his duly au- 
thorized representative ; 

(4) subletting service under the contract without the consent of the 
Department or assigning or transferring this contract; 

(5) combining to prevent others from bidding for the performance of 
postal service ; 

(6) violation of sections 18 and 19, General Provisions, of this contract; 

(7) failure of the Contractor to reside on or contiguous to the route or 
to give his personal supervision to the performance of the service as pro- 
vided in section 3, General Provisions, of this contract. 

(b) The Contracting Officer, subject to appeal by the Contractor to the Post- 
master General, may also cancel this contract— 

(1) Whenever the Contractor shall be a Postmaster, Assistant Post- 
master, the member of the immediate family of either a Postmaster, or 
Assistant Postmaster, or a Member of Congress, or otherwise legally incom- 
petent to be concerned in such contract; and 

(2) Whenever in his opinion the service cannot be safely continued, the 
revenues collected, or the laws maintained on the road or roads over which 
the mail is carried under this contract. 

For the purpose of this article the words “immediate family” mean only persons 
who are members of the same household or persons dependent one upon the 
other for support. 
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(c) Cancellation of this contract under this section shall not impair the right 
of the Government to damages from the Contractor under this contract, but 
such damages may be assessed and liquidated for the purpose of setoff or counter- 
claim in the settlement of any claim of the Contractor against the United States 
whether arising under this contract or otherwise. 

18. Accountability of Contractor. The Contractor shall faithfully account 
for, deliver and pay over to the proper official or person all moneys, mail matter 
and other property of every kind which shall come into his possession by virtue 
of this contract. The Contractor shall also refund any overpayment for service 
performed, or payment for service not rendered. 

19. Laws and Regulations Applicable——This contract and the services per- 
formed thereunder are subject to the laws applicable to the Post Office Depart- 
ment and regulations made pursuant thereto. The Contractor shall faithfully 
discharge all duties and trusts imposed upon him by such laws and regulations. 

20. Covenant Against Contingent Fees——The Contractor warrants that no 
person or selling agency has been employed or retained to solicit or secure this 
contract upon an agreement or understanding for a commission, percentage, 
brokerage, or contingent fee, excepting bona fide established commercial or 
selling agencies maintained by the Contractor for the purpose of securing busi- 
ness. For breach or violation of this warranty the Government shall have the 
right to annul this contract without liability or in its discretion to deduct from 
the contract price or consideration the full amount of such commission, per- 
centage, brokerage, or contingent fee. 

21. Nondiscrimination.—In connection with the performance of work under 
this contract, the Contractor agrees not to discriminate against any employee or 
applicant for employment because of race, religion, color, or national origin. 
The aforesaid provision shall include, but not be limited to, the following: em- 
ployment, upgrading, demotion, or transfer; recruitment or recruitment ad- 
vertising ; layoff or termination ; rates of pay or other forms of compensation ; and 
selection for training including apprenticeship. The Contractor agrees to post 
hereafter in conspicuous places, available for employees and applicants for em- 
ployment, notices to be provided by the Contracting Officer setting forth the 
provisions of the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontractors for standard commercial supplies or 
raw materials. 

22. Officials Not To Benefit—No Member of or Delegate to Congress, or Resi- 
dent Commissioner, shall be admitted to any share or part of this contract, or 
to any benefit that may arise therefrom; but this provision shall not be con- 
a extend to this contract if made with a corporation for its general 
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Mr. Conte. I believe I have no further questions, Mr. Chairman. 

I appreciate your giving me this opportunity and I hope the Post 
Office will make every effort to investigate this metro system in my 
area. We have received a lot of complaints which I have turned over 
to you. They seemed to be happy with their mail prior to the metro 
system, and of course I realize that the discontinuance of the railroad 
passenger service, which will follow the discontinuance of the RPO 
service, has aroused these people because they are predominantly a 
tourist area. However, they have sent in some evidence that the mail 
is not getting through as fast as it was getting through prior to this 
time. They, perhaps, picked up these things and sent them to me, but 
they have this evidence here which I showed you, showing that some- 
times it takes 4 or 5 days to get a letter from New York City, whereas 
they used to be able to get it overnight when they had the RPO 
service. 

Mr. Barnes. I notice that about 99 percent of those were on the 
basis of losing a train, and not on the basis of poor mail service. Be- 
fore we approved that metro area we had assurance from our regional 
people that by actual tests more than 95 percent of the mail was receiv- 
ing “next day delivery” under the plan proposed. We are going back 
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now to find out if that test is still good, or if there was anything wrong 
with it at the time. We will, I assure you, follow through and see that 
you do get good mail service. 


IMPLEMENTATION OF METRO PLANS 


Mr. Canrievp. In connection with the implementation of these 
metro plans and where there is a discontinuance of railroad mail serv- 
ice, you follow through to make a substitution of another type of serv- 
ice which meets your requirements for prompt delivery of the mail? 

Mr. Barnes. Absolutely. 

Mr. Canrtetp. And, in the instant case you are double checking to 
see is anything has been remiss and can be corrected ? 

Mr. Barnes. Right. As a matter of fact, Congressman, in most 
cases our substitution will give better service than the train was giving 
previously. 

Mr. Conte. Just one other question : 

Have you taken into consideration, Mr. Barnes, the particular area 
where you put this metro plan in such as my congressional district. 
I come from an area where the topography is a mountainous region 
and we have a lot of inclement weather, snow and ice, and perhaps your 
trucks might encounter great difficulty in traveling the highways 
during the winter months? 

Mr. Barnes. Yes; we have taken that into consideration and, as a 
matter of fact, we try to use the trains, if the trains will give us the 
service. We prefer to stay with the trains. In other words, we try 
to get them to change their schedule in order to give us good mail serv- 
ice. It is as a last resort that we would go away from train service. 

Mr. Conte. Thank you, Mr. Chairman. 


WORK PERFORMANCE PLAN 


Mr. Gary. Mr. Barnes, would you now outline for us the so-called 
Brooklyn plan ? 

Mr. Barnes. I would be glad to, Mr. Chairman. 

As you probably know, several years ago we inaugurated what we 
called the work performance standards system which is now called the 
BMT—the basic-motion-time program. That has been in operation 
in a large number of offices—something over 100—and some of them 
for several years. We found that the progress had not been what we 
felt it should be. For example, the standards set up by the BMT 
system was a scientific standard arrived at by an actual study of each 
office to determine what a man should do, and we found that in most 
of such offices they were not processing more than from, say, 50 percent 
to 70 percent of what those standards indicated they should be doing. 
So, of course, we were not satisfied with that. 

In November of 1958 after having many requests from supervisors 
and postmasters for some system by which they could measure the 
individual, we agreed that there shoulld be some simple system 
whereby that could be done. 

What we actually did was this: We took the production record in 
42 of our major offices for 13 consecutive 4-week periods, and found 
out exactly what they did. 
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Incidentally, they were the same offices who were running from 
50 percent to 70 percent of the work performance standards. When 
we arrived at that average, we also found out what the high ones were 
doing and then we selected the median rate, between the average and 
the high, and felt that would be a good guideline. Bear in mind 
guides were requested by many clerks. We already had guides for 
city carriers, rural carriers, custodial employees, and so on, but none 
for clerks. We published these guidelines in the Postal Bulletin on 
November 20, 1958, to inform postmasters and employees what con- 
stituted a reasonable day’s work. 

As a result, the postmaster at Brooklyn decided to apply the guides. 
He began the program last March by actually counting (by measure- 
ment) the mail processed by each employee. He had about 1,250 
clerks in his office covered by the program. For the first few months 
he did not say anything whatsoever to any employee about their pro- 
duction. However, a record of the production was maintained and 
each morning each employee received a record of what he had done 
the day before. In other words, it showed how many pieces of mail 
he distributed compared with the guidelines which had been 
established. 

After 3 or 4 months, the postmaster found that only 33 of the 1,250 
clerks were not performing satisfactorily under the guides. He ana- 
lyzed the results for the 33 clerks and found that about 10 had good 
reasons for their low performance rate. They were arthritic patients 
or something of that kind. He then decided that the remaining 23 
should be counseled—not criticized, but counseled. He began calling 
them in and counseling them. It was found that by the time he had 
counseled about 10, the remainder of the 23 had reached the guides 
production rate. 

The results of that system and what he did has actually saved us a 
substantial amount of money. This money has actually been reverted 
by the Brooklyn Post Office. 

No other postmaster, except the postmaster in Des Moines, Iowa, 
volunteered to use this system. The postmaster in Des Moines did 
this after sending some of his people to Brooklyn to study the system. 
They talked separately with clerks, supervisors, and the postmasters, 
before installing the program. 

It was put in there, and while I do not have the actual record of 
production, I do know from the reports that it has been successful 
and has increased the production in Des Moines also. 

Several months ago when the Brooklyn plan began to look like it 
was certainly going to be successful, we let postmasters know, through 
meetings, that if they wanted to put this system in all they had to So 
was to ask us and we would authorize it. No one except the postmaster 
at’ Des Moines, Iowa, requested it. In view of the circumstances, and 
the results at Brooklyn, we felt we were obligated to put this in at 
all of our large offices, and beginning January 4 we began installing 
the guides system in these other offices. We are installing it with 
strict. instructions to our postmasters and our regional people that 
under no condition are they to say anything critical for the first 3 
or 4 months to any individual about his production but to hand him 
his record for the previous day’s work. We are doing that way for 
a reason: We want to see what the employees themselves will do, 
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because we feel a majority of the employees want to do what is con- 
sidered an honorable day’s work. We think they want information 
as to their performance. 

Mr. Gary. What records have to be kept under that system ? 

Mr. Barnes. In Brooklyn it takes eight people to keep the records, 
but as a result of those eight people, Congressman, it is estimated that 
the Brooklyn office this fiscal year will return to us approximately a 
million dollars from earlier estimates of requirements. 

Mr. Gary. In savings? 

Mr. Barnes. Yes, sir. 

(Discussion off the record.) 

Mr. Barnes. I do want to say this: Before this program was 
started, the Brooklyn post office was 44th from the top out of 62 post 
offices. Consequently, in all probability, improvement could have 
been made in Brooklyn without the guides system. 

They are now up to 14th from the top. Nevertheless, there were 18 
offices lower than Brooklyn before the guides system. 

Mr. Gary. How much additional work does this put on the 
supervisors ? 

r. Barnes. It does not put any additional work on the supervi- 
sors, Mr. Chairman. Naturally, it puts them on their toes. They 
have to supervise. There are some supervisors who are not willing 
to really supervise. This system forces them to supervise. It does 
not add any extra supervisors nor any extra hours to the work of the 
supervisors. It has added eight people in the Chief Accountant’s 
Office for computing the performance. 

Mr. Gary. Who keeps the individual employee’s record ? 

Mr. Barnes. The record is kept by the employee, and the super- 
visors as the work is performed, but it is analyzed and computed and 
a report given to the employee the following morning. 

r. Gary. Has this program produced any ace, in any of your 
smaller offices? 

Mr. Barnzs. We do not have it in anywhere except Des Moines and 
Brooklyn. 

Mr. Gary. Just those two places? 

Mr. Barnes. We just started. It takes about 3 weeks to really 
install it and additional time to develop it fully. 







SAVINGS 


Mr. Gary. Do you think it will produce savings in the smaller of- 
fices as it has in the larger offices? 

Mr. Barnrs. It will not save to the same degree, but we do think 
it will be beneficial at offices having receipts of $1 million—that would 
be about 275 offices—that it would be beneficial. 

Let me say this: The postmaster at Brooklyn, Mr. Quigley, is a 
master at handling personnel, and he has done an outstanding job. 
We are fully aware of that fact. There will be some postmasters 
who will not do as good a job as Quigley. Consequently, we cannot 
make any estimate at this time as to savings. 

Mr. Gary. You have not estimated a $1 million saving from each 
of the additional offices? 

Mr. Barnes. Indeed not, because the peculiar experience at Brook- 
lyn cannot be generally projected. 
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ort Barnes. You would not like for our committee to do that for 
ou! 

Mr. Barnes. No, sir. 

Mr. Gary. Are you still keeping the same type of records in the 
Brooklyn office that you needed to get this system underway or have 
you been able to reduce the reporting to some extent ? } 

Mr. Barnes. I am glad you asked that question. We are still doing 
it on a daily basis, but we feel that in the very near future, after it has 
been in operation a reasonable time, that, instead of giving each indi- 
vidual his report each day, we may reduce it to one a week, and maybe 
for some employees, who are known to be running over the guides all 
the time, perhaps once a month. 

We do not think this bookkeeping is going to grow. 

Mr. Gary. How much would you save in the postal system if you 
had, say, a 1-percent improvement throughout the system ? 

Mr. Barnes. You mean 1 percent improvement in the clerical force? 

Mr. Gary. Yes. 

Mr. Barnes. We have taken 1 percent off for this 1961 fiscal year, 
and that is about right. One percent would be about $30 million. 

Mr. Gary. About $30 million ? 

Mr. Barnzs. Yes, sir. That $30 million is, of course, for all the 
Post Office Department. It would be about $17 million or $18 million 
for the clerical people. 

Actually, for clerks it would be only about $14 million. This ap- 
plies only to clerks. 

Mr. Gary. What is Mr. Quigley’s full name? 

Mr. Barnes. Edward J. Quigley. 

Mr. Gary. And he is the postmaster in Brooklyn? 

Mr. Barnes. Yes, sir. 

Mr. Gary. How long has he been postmaster ? 

Mr. Barnes. He has been postmaster for 14 years. 

Mr. Canrtexp. I think, Mr. Chairman, it is quite proper to exalt 
Mr. Quigley, and I certainly feel that he can be held up to be an exem- 
plarian for other postmasters. 

On the other hand, however, it was not until the Post Office Depart- 
ment approved this guide system that he raised Brooklyn up to the 
standard that it now has. 

Mr. Barnes. That is true. Someone raised the question that he 
was pretty low in the standings. He was 44th. He should not have 
been that low. However, I do not want to take any credit away from 
_ because he did pick up the guides system and became enthusiastic 
about it. 

We did give him a commendation for the job he has done. 

Mr. Guette. I might point out, Mr. Chairman, if I may, that the 
increase in the clerk account for 1961 is estimated at 4.2 percent as 
compared with a mail volume increase of 5.2 percent. This is the 1 
percent productivity increase referred to a moment ago. 

Mr. Barnes. That is right. Mr. Chairman, for the last several 
years we have been handling volume increases with an efficiency gain 
of about 1 percent. That is cumulative. Each year we do that, it 
becomes that much more difficult to do it again, but we have estimated 
a 1-percent efficiency gain again this year. 

r. Gary- The estimate in this budget was made without any ref- 
erence whatever to the Brooklyn plan? 
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Mr. Barnes. The Brooklyn office, and the Des Moines office, were 
fully considered in the estimate, with the thought in mind that we 
might extend it. Since last July or August we have been considering 
the extension of this plan. 

Mr. Gary. Did you take that into consideration in estimating the 
1 percent in savings? 

Mr. Barnes. We cannot possibly, Mr. Chairman, estimate today 
what this might do. We will not know that until we try it out in 
more offices. 

We did consider that to an extent. 


EMPLOYMENT AND MAIL HANDLED PER CLERK 


I think this might be a good time, Mr. Chairman, to insert this 
chart in the record to show, for example, in 1958 our average pieces 
per clerk man-year was 239,223. We are estimating next year on the 
basis of 245,568 pieces per man-year, which is a good increase. 

Mr. Gary. We shall insert that chart into the record at this point. 

(The chart referred to follows :) 


Post Office Department—Comparison of total clerical employment and workload 





Man-years Average 
Fiscal years of em- Pieces of pieces 

ployment ! ma: per clerk 
man-year 





Millions 
55, 234 229, 761 
235, 418 


240, 637 
939, 223 
241, 530 


1960 (estimated) 2_ 59, 3 33, 73 243, 231 
1961 (estimated) ; R 245, 568 














1 Adjusted for functional transfers in 1959 and prior years. 
2 Based on 1960 current appropriations. 


REQUEST FOR INCREASE IN SUPERVISORY FORCE 


Mr. Gary. The table on page 20.1 of the budget justification indi- 
cates that a 2.3 percent increase in clerk employment will be required 
to handle an estimated 3 percent increase in mail volume. At the 
same time it is estimated that an increase of 5 percent will be needed 
in supervisory employment. 

Why should it be necessary to increase supervisors to a greater de- 
gree than clerks to handle a given increase in mail volume? 

Mr. Barnes. That was brought about, Mr. Chairman, largely be- 
‘cause technical employees are included under the supervisory cate- 
gory. There are also other increases that are not related to volume. 
For example, we estimate an increase of 100 classified stations for 1960 
and also in 1961 which has no relation to volume. 

I would like to say that the technical positions in our opinion have 
helped us a great deal toward being Hm to improve production 1 

ercent in each of the last few years—some of them in particu- 
ar—methods and standards officers, accounting assistants, safety 
assistants, and so on. 





217 


The ratio of technical assistants has jumped up which, perhaps, has 
put our supervisory ratio a little out of line. 

Mr. Chariman, I would like to suggest that you put pages 22.2 and 
22.3 of the justifications into the record. 

Mr. Gary. Without objection, it is so ordered. 

(The pages referred to follow :) 


SUPERVISORS AND TECHNICAL PERSONNEL 
Justification 


Service rendered.—Supervisory duties are performed by post office super- 
visors, including assistant postmasters, and supervisors located at railway 
terminals, airmail facilities, transfer offices, and truck terminals. Supervision 
is provided for the processing of incoming and outgoing mail and financial and 
related postal services. Approximately 700 technical personnel were transferred 
into this account from account 240, clerks, and account 250, city carriers, effec- 
tive July 1, 1959, and are reflected for the first time in the obligations estimated 
for fiscal year 1960. In addition to assistant postmasters, assistants to the 
postmaster and assistants to station superintendent, this account now includes 
all other supervisory, clerical, specialized, and technical positions in level PFS-6 
and above, except those supervisors in the custodial service, vehicle service, and 
mobile mail-handling units. 

Basis for estimate.—The estimate for 1961 provides an additional 1,169 man- 
years of employment, an increase of 4.1 percent over 1960. No change is antici- 
pated in the supervisor ratio. This increase in supervisory and technical em- 
ployment is related to the increase in clerks, carriers, and special delivery 
messengers, as Shown in the following table: 





Clerks,! 
carriers and Supervisors Supervisors 

special Percent and technical Percent and technical 

delivery increase personnel personnel 
messengers (man-years) ratio 
(man-years) 





382, 467 
389, 215 
400, 872 
416, 913 




















1 Excludes clerks, 3d class post offices, and mobile clerks, 
2 Includes comparable adjustment for technical personnel. 


The estimate for 1961, an increase of $10,578,000 over 1960, is comprised of 
the following additional costs: 

Personal services, $8,123,000.—The estimate for personal services will provide 
for 1,169 additional man-years of employment at an increase of $15 in average 
salary costs. The increase in average salary results from automatic step in- 
creases in excess of turnover savings. The increase for personal services is 
itemized as follows: 

(a) $6,755,030 for productive employment to provide for the 4.1 percent em- 
ployment increase. 

(b) $1,267,706 for paid absences based on experience of approximately 19 
hours of paid leave, including terminal leave, for each 100 work hours. 

(c) $100,264 in extra compensation for nightwork differential which is paid 
at a rate of 10 percent of the basic pay for work performed after 6 p.m. Ap- 
proximately 15.5 percent of the work hours in this account are paid at this rate. 

Related employee benefits $2,445,000.—The major portion of this increase is 
$1,900,000 for the employees’ health insurance program which will become ef- 
fective in 1961 under the provisions of Public Law 86-382. Other increases are 
for the Department’s share of employee benefit costs to provide for the 1,169 
additional man-years in 1961. These items are $26,300 for group life insurance 
and $518,700 for retirement fund contributions. 

Other costs, $10,000.—This increase is requested for travel and is based on 
the increase in employment. 
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VEHICLE MILEAGE 


Mr. Gary. The justification also indicates that an increase of 9.1 
percent in operating cost will be needed in connection with a 7.9 per- 
cent increase in vehicle miles. 

What accounts for this? 

Mr. Barnes. I will give you that information. 

Mr. Gary. This builds up the base on which a further increase is 
ete in 1961; does it not? ; 

r. Barnes. Most of that, Mr. Chairman, was the increase in the 

Federal gas tax ; $465,000 was for the increase in gasoline tax. 


COST OF PAID ABSENCES 


Mr. Gary. The justifications indicate that you are budgeting for a 
decrease of 464 postmaster positions in 1961, but that paid absences 
for the remaining postmasters will cost a total of $16,610,247, which 
is an increase of S1T1.17 1 over the 1960 level. 

Why should there be an increase in the cost of paid absences for a 
smaller number of postmasters? 

Mr. Barnes. The increase in the average compensation of a post- 
master is $93 each. This is primarily because of periodic step in- 
creases. Only about one out of four of our postmasters have reached 
the top step, and that is what causes the additional cost for periodic 
steps. 

nother factor is the increase in the number of larger offices. 

Mr. Gary. The increase in average salary of the remaining post- 
masters is more than offsetting the decrease in numbers? 

Mr. Barnes. Yes, sir; that is right. 

Of course, of the total amount of $3,663,000, increase $2,371,000 is 
for the health insurance which goes into effect next July. 

Mr. Gary. How many post offices have postmasters in postal field 
service salary levels, 15 to 19? 

Mr. Barnes. There are 82 estimated for 1961. 


CRITERIA FOR DETERMINING POSTMASTERS’ SALARIES 


Mr. Gary. What establishes their salary level ? 

Mr. Barnes. That is under Public Law 68, which provides that 
receipts, number of employees, number of vehicles, as well as the num- 
ber of stations and delivery routes; together with other factors are 
considered. 

Mr. Gary. Could you set that up briefly just for the record so that 
we would have it? 

Mr. Barnes. You mean the criteria? 

Mr. Gary. Yes. 

Mr. Barnes. I would like to submit that for the record. 

Mr. Gary. Yes. Please show the criteria used in establishing the 
grades under Public Law 68. 

Mr. Barnes. Very well. 
(The following statement was submitted for the record :) 











Criteria for determining postmaster levels ' 







3D CLASS OFFICES 
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COMPARISON OF SALARY LEVELS, 1960-61 





Mr. Gary. How many postmaster positions were shown in the 1960 
budget presented to Congress a year ago for positions PFS-15 to 
PFS-19 as compared to those positions now appearing in the 1961 
budget ? ar 

Mr. Barnes. The 1960 budget reflected 76 postmaster positions in 
salary levels PFS-15 through PFS-19. The estimate for 1960 as 
shown in the current budget for these levels is 80. _ f 

Mr. Gary. The table on page 22-C of the justifications shows the 
number of employees in supervisory and technical categories for 1959, 
1960, and 1961. How does the total number of employees in the 1960 
column of this schedule compare with the total shown in the 1960 
budget submitted last year ? 

Mr. Barnes. I thing we had better furnish that. 

Mr. Gary. And how do the number of positions in PFS salary lev- 
els 13 through 17 compare? 

Mr. Barnes. We will put that in the record. 

(The information supplied is as follows :) 

In the original 1960 budget, the number of employees in the supervisor account 
was estimated at 26,961 positions for 1960. In the current budget for 1961, the 
estimate for 1960 is 27,475 positions. This difference of 514 is accounted for by 
the transfer to this account of technical and nonsupervisory positions previously 
included in the accounts covering clerks and carriers. 

The estimate for 1960, as included in the 1961 budget, reflects 60 more posi- 
tions in PFS levels 13 through 17 than were estimated for in the original 1960 
budget. This increase in the higher level positions is only three more than were 
actually on the rolls at the end of fiscal year 1959. 


SALARIES OF RURAL CARRIERS 


Mr. Gary. What is the justification for the fact that the average 
salary of substitute rural carriers is higher than that of regular rural 
carriers ¢ 

Mr. Bruce. The reason is that the older rural carriers who have the 
greater length of service get more leave time than the relatively 
younger rural carriers, and the substitutes for these older rural car- 
riers receive the same rate of pay as the carriers for whom they 
substitute. The older carriers get 26 days leave each year at a higher 
rate of pay than the younger carriers, who do not get the same rate, 
and a substitute must be paid the same rate as the one whom he re- 
places. Carriers with less than 15 years’ service get only 20 days’ 
leave. 

Mr. Gary. And the substitute carrier gets the benefit, not from his 
own service but because he is replacing someone who has that service ? 

Mr. Bruce. That is correct, sir. 

Mr. Gary. That, I take it, is provided in the general law? 

Mr. Bruce. It is provided by Public Law 68 and was in effect. for 
many years prior to that. 


COMPARATIVE COST OF VEHICLE OPERATIONS 


Mr. Gary. How do costs per mile or per hour of utilization compare 
for vehicles operated under contract and those operated by the postal 
establishment itself ? 
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Mr. Barnes. For Government vehicles the cost is approximately 
69.6 cents per hour against 92.3 cents per hour for contract vehicles. 

Mr. Gary. Then the contract vehicles cost substantially more to 
operate than the Department’s own vehicles; is that correct? 

Mr. Barnes. That is right. That is taken into account by the 
regional officials. They make a determination as to which would be 
the more economical service in each case. 

Mr. Gary. Who passes on that ? 

Mr. Barnes. Postmasters tell the regional offices that they need a 
certain type of vehicle, and they take that into consideration when 
they determine whether or not to procure contract or Government- 
owned. 

Mr. Haun. Much of our contract service is short-period service. 
If we do not have a substantial need for a vehicle in an area, it is 
cheaper to buy a few hours of contract. service than to supply a Gov- 
ernment vehicle which would stand idle and would tend to raise the 
cost of Government operation. This is the principal determinant 
of whether we use contract or Government-owned vehicles. 

Mr. Gary. Do you in every instance try to ascertain which would 
be the cheaper, and employ the cheaper method ? 

Mr. Haun. We do. We have a very active vehicle-utilization pro- 
gram in which we are reviewing all the vehicle service in the United 
States, checking this particular point as to whether we have unused 
Government vehicle time that we could use to replace contract serv- 
ice, or whether, on the other hand, we have some short-period Govern- 
ment operation which might be more economically replaced by con- 
tract. 

Mr. Gary. Mr. Hahn, you will recall that several years ago there 
was considerable controversy over the use of the vehicles by the special 
delivery men, as to whether they would use Government vehicles or 
use their own vehicles. Has that all been completely settled ? 

Mr. Haun. I think Mr. Barnes could answer that better than I. 

Mr. Barnes. We have not had a complaint, I would say, for a year 
and a half or 2 years, so it must be settled. 

Mr. Gary. What is the method that you use now with reference to 
special delivery carriers? 

Mr. Barnes. Both. 

Mr. Gary. You still use both ? 

Mr. Barnes. Yes. 

MILEAGE OF MAILSTERS 


Mr. Gary. Why is it that mailsters are operated an average of 
only 3,500 miles a year while all other vehicles in the Postal Establish- 
ment are operated on an average of 12,000 miles a year? 

Mr. Barnes. That is because of the fact that the carriers using mail- 
sters are on their routes only 41% to 5 hours a day, and that is about 
the only place you can use the mailsters; whereas the other vehicles 
are used any number of hours, 8, 10 or 12 hours. There are not many 
miles in any one carrier route where mailsters are used. 

Mr. Gary. And the mailsters are idle a large portion of the time 
while the carriers are delivering mail whereas the other vehicles are 
running most of the time? 

Mr. Barnes. That is right. 
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ASSISTANCE TO RURAL CARRIERS 





Mr. Gary. How is auxiliary assistance provided to rural carriers 
and how is that reconciled with the long-established rule that a rural 
carrier shall not be assisted by a helper on his route? 

Mr. Barnes. We do not normally permit an assistant to accompany 
the carrier on the route. The carrier ordinarily gets assistance in the 
office for sorting the mail or an assistant to serve a segment of the 
route. 

HANDLING OF PARCEL POST 


Mr. Gary. Can you give any examples of improvements in efficiency 
and economies by incorporating new methods of vehicular delivery, 
loading, dispatching, and unloading parcel post and so forth? 

Mr. Barnes. With reference to loading and unloading and dis- 
patching parcel post ? 

Mr. Gary. Yes. 

Mr. Barnes. I do not know of any except in some places we have 
the movable back platform which makes it easier for them to load. 
But I do not have any figures as to savings on that. It would be 
very minor. 

Mr. Gary. In other words, that area of your operation has not been 
modernized to a great extent ? 

Mr. Barnes. No. 

Mr. Gary. You do operate from lifts on the platform ? 

Mr. Barnes. Yes, but so often they are not available even if there, 
because of the number of trucks that are at the platform when carriers 
are loading. We have no figures on that. It would be very minor. 


REVIEW OF POSTMASTER POSITIONS 


Mr. Gary. Are the annual reviews of postmaster positions con- 
ducted by inspectors or by members of the regional staff? 

Mr. Barnes. If you are speaking of inspection of the post offices to 
determine the eondition of the finances, that is conducted by the in- 
spection services. But if you are talking about the review of salary 
grades, that is done by the Bureau of Personnel and the Bureau of 
Operations. 


EXAMINATION OF OPERATING PROBLEMS BY INSPECTION SERVICE AND 
REGIONAL OFFICES 


Mr. Gary. What is the working relationship between post office 
inspectors and the regional office staff in carrying out examinations of 
operating problems, mail volume, and space requirements? 

Mr. Barnes. In view of the limited number of field service officers, 
we have to call on the inspection service to make inspections for us 
at major installations. We feel this is advisable because of the limited 
number of field services officers and because the inspectors are better 
qualified to do it than anybody other than the field services officers. 
Most of the smaller ones are done by the field service officers, but they 
cannot do all of them. 

Mr. Gary. You do not think it would be better to have somebody 
connected with management do that? 
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Mr. Barnes. I do not, Mr. Chairman, for the reason a man simply 
does not check himself. We do not report something against our- 
selves. Here is a postmaster and a management officer in the region 
whose duty it is to see that these things are done and done properly, 
and if they are not, they have an inclination—— 

Mr. Gary. But what are the regional management people going to 
do if they are not going to check the post offices? I thought the re- 
gional offices were established for the purpose of ee the post- 
master and the work in the post offices. If they are not doing that, 
what are they doing? 

Mr. Barnes. You are right so far as the movement of mail is con- 
cerned. The field service officers are busy all the time in the movement 
of mail. That is their duty. 

Mr. Gary. It seems to me that studies of mail volume and space 
requirements are part of that job. 

Mr. Barnes. That is a long drawn out study. We just do not have 
the manpower to do it. We could spend many weeks in one large 
office. 

Mr. Gary. You have to have the manpower, but why should not 
that manpower be under the regional director instead of under in- 
spection ? 

Mr. Barnes. There are not very many, Mr. Chairman. Relatively 
speaking, a small number of large ourvers are made annually. 

Mr. Gary. Any questions, Mr. Pillion 

Mr. Putut0n. Yes, I havea few. 


INCREASE REQUESTED FOR SALARY AND FRINGE BENEFITS 


Mr. Barnes, you seem to have a tremendous responsibility here, of 
spending something like $3 billion, three-quarters of the whole budget 
of the Post Office Department. 

In your request for $3,135 million for “Operations” next year, does 
that contemplate any increase in wages for employees or fringe bene- 
fits, and if so how much? 

Mr. Barnes. It contemplates none except what is already on the 
statute. 

Mr. Prui0Nn. Over 1960? 

Mr. Barnes. $38 million in health insurance. 

Mr. Prtuion. Anything else? 

Mr. Barnes. The other fringe benefits I believe would run about 
$6 or $7 million. I am not including annual or sick leave. 

Mr. Prion. I mean over and above 1960. 

Mr. Barnes. Yes. 

Mr. Priur0Nn. In other words, statutory mandate benefits that were 
not in the budget for 1960 but will be in 1961 amount to $38 million 
for health insurance and $6 million other fringe benefits mandated ? 

Mr. Barnes. Yes. 

Mr. Prtui10n. So that your increase would be around $44 million not 
included in the salary scales and the salary costs of “Operations” in 
1960; is that right? 

Mr. Barnes. That is right. 

Mr. Prtui0n. If we subtract that from the requested increase of 
$142 million for 1961, you will have a net increase of approximately 
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$100 million for “Operations” over and above the mandated salary or 
fringe benefit increase. Is that corrrect ? 

Mr. Barnes. That is right. 

Mr. Pru10Nn. Based upon roughly $3 billion this $100 million in- 
crease, then, is an increase of about 3 percent? 

Mr. Barnes. That would be right, yes. 

Mr. Prui0Nn. In your statement, Mr. Barnes, I note that you say 
you are saving $300 per year per mailster and that this saving will be 
reflected in your 1961 budget request. 

Mr. Barnes. We took that into account. 


SAVINGS 


Mr. Puuron. Then you talk about the merging of the work forces 
at terminals, transfer offices, and airmail facilities with those of local 
post offices, and you say that will overcome a serious wastage of man- 
power; and that by combining all postal activities in an area under 
the postmaster you have eliminated duplicate distribution, improved 
the mail service, and promoted more efficient use of employees’ abil- 
ities, aptitudes, and skills. You also say that it was necessary to 
consolidate these independent units in order to assure flexibility in 
your work force and to obtain full utilization from mechanization. 
You state that. your mechanization program provides the only means 
of economically handling the future mail volume of this country ; that 
you expect your present mail volume to double within the next two 
decades. 

Then you say the metropolitan area plan has enabled you to better 
control the changes in transportation and to make prompt adjust- 
ments in scheduling and dispatching mail; that this plan has also 
eliminated a great deal of distribution of mail at congested facilities. 
And you say in your 1960 budget it was estimated that through the 
reorganization of the regional offices and by streamlining procedures 
you would reduce the number of regional employees to 4,810, and that 
it now appears that this reduction will be exceeded by approximately 
55 positions by the end of 1960. 

In other words, your statement is replete with savings and reorgani- 
zations and all types of general statements as to savings. 

_— you identity for us the savings brought about by mechaniza- 
tion ¢ 

SAVINGS IN WASHINGTON OFFICE FROM MECHANIZATION 


Mr. Barnes. Congressman, mechanization has not been in long 
enough to enable us to say what the savings would be. The Wash- 
ington office will not have been under the mechanized plan for a 
year until next April, but from the best available figures we have it 
seems that in the Washington office we should save a quarter of a 
million dollars annually because of mechanization. 

(See statement on p. 228 for revised estimate.) 

In Detroit, which is only partially mechanized, the initial study 
showed a net savings after depreciation of about $173,000 annually. 
Those savings were taken into account in the budget. The savings at 
Detroit, I believe, we mentioned in general terms a year ago. 

Mr. Gary. Will the gentleman yield ? 
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Mr. Prion. Yes. 
Mr. Bary. In the case of the Washington offices, the savings would 
amount to a quarter of a million dollars out of an operating expense 
of how much ¢ 

Mr. Barnes. We will have to furnish that because that is an allow- 
ance made to the postmaster on an individual basis. 

Mr. Gary. How much did it cost to install the system ? 

Mr. Barnes. I believe a little less than $6 million. 

(See statement on p. 228 for revised estimate.) 

Mr. Gitterre. Mr. Chairman, I think Mr. Barnes would permit 
me to point out that the estimate of a quarter million is after allow- 
ance for depreciation on the installation. 

Mr. Pitii0n. What are those figures? Six million dollars to in- 
stall and how much was the saving ? 

Mr. Barnes. Approximately a quarter of a million. 

Mr. Prtuion. And how long is your depreciation period ? 

Mr. Barnes. About 10 years. 

Mr. Pruzion. At 5 percent on $6 million that would be $300,000 
in interest charges. How do yousave money ? 

Mr. Barnes. This is all preliminary. We have not operated a 
year yet. 

Mr. Przzi0Nn. I would consider that a $50,000 a year loss. 

Mr. Haun. Congressman, this is after you deduct the depreci- 
ation. 

Mr. Barnes. Of course you understand until April it will not have 
been in for a year. We have great hopes it will be better than this. 

Mr. Piiuton. Off the record. 

(Discussion off the record.) 

Mr. Prtution. For example, Mr. Barnes, I am not in accord with the 
estimates of your increase in volume. I am a little bit more pessi- 
mistic than probably the economists upon whose opinion the formula 
was worked out for the volume to increase something like 5 percent 
over the next year. 

Mr. GuteTTe. 3.9 percent, compared with our estimates for 1960, 
which are now being confirmed, not 5.2 percent. 

Mr. Barnes. I think that is where we are confused when we talk 
about 5.2. 

Mr. Guerre. It is very misleading, unfortunately, that we have to 
say 5.2 percent over the estimates made by the Congress, but that is 
the case in preparing the budget figures. 

Mr. Prtuion. My disagreement is only relative, Mr. Gillette. 

Mr. Gitterre. It can be very important to the Post Office Depart- 
ment, though, sir. 

INOREASE REQUESTED FOR 1961 


Mr. Pititon. You asked for a 3-percent increase, roughly, over and 
above the fringe benefits here. It seems to me that, taking into 
consideration a possibility of error in the very optimistic formula that 
you have—you no doubt used a very optimistic formula as to the 
Increase in volume—taking into consideration the great savings by 
mechanization and taking into consideration that your unit cost ought 
to be less by reason of increased volume, taking into consideration $80 
million in modernization and payoff of that capital investment, taking 
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into consideration the natural increase in productivity that you ought 
to have, and deduct all those things from your, perhaps, decreased 
prospective increase in volume of mail, I am just wondering why that 
Increase in operations ought to be 3 percent, or roughly $100 million. 

When you consider everything, I wonder about it. 

Mr. Barnes. You spoke of the productivity. Our productivity we 
have estimated as 245,568 average pieces per clerk man-year, which 
is the highest in the history of the postal service. 

We are getting rather optimistic when we say we can do that, but 
that is what we are striving to do and, of course, bear in mind also, 
Congressman, that we have been operating at 1 percent less than the 
increase in the volume for the last few years. 

That is cumulative, which as time goes on, makes it rather difficult 
to keep up that pace. 

Mr. Pitui0on. No further questions. 

Mr. Gitterre. Mr. Chairman, would you be good enough to let me 
answer further Mr. Pillion’s statement? I will be as beled as possible. 

Mr. Gary. Yes, you may doso. 

Mr. Giietre. Mr. Pillion, I thought it might be relevant to invite 
your attention in respect to your question of Mr. Barnes to the fact 
that our estimated total employment in man-years for 1961 is an 
increase of 3.2 percent as compared with the 5.2 percent increase in 
mail volume, based upon the 1960 base used by the Congress for our 
1960 appropriation and also, sir, to invite your attention to the fact that 
the budget for the “Operations” appropriation, has been most carefully 
compiled in relation to all of the available statistical experience, both 
in prior years and in the current year, and that we are very proud of 
the tightness of our estimates, as shown by our experience in 1959, 
which I cited in my opening remarks. 

Thus, there cannot possibly be the margin of safety which you sug- 
gest there might be in the “Operations” appropriation. In fact, I 
do not believe that there is anything more than the barest margin 
of safety in the “Operations” appropriation, partly because I feel that 
the estimates of mail volume, as I tried to point out, were in line with 
the increase experienced in recent years, except in 1958 and 1959. 

Now, as to the question of savings from automation and mechaniza- 
tion, this Department has never claimed before this committee that 
there would be immense savings from mechanization. We tried to 
point out, and I believe the committee understands, that one of the 
primary reasons for the mechanization is to cope with the steadily 
expanding mail volume without having to face constantly expanding 
personnel requirements, which ultimately would not be able to fit into 
the facilities that would be available to us. 

Of the $80 million that you mentioned in our modernization pro- 
gram, only a small portion of that goes into mechanization, as such. 
A great deal of that, as explained in these justifications, goes into the 
alteration of Federal buildings and into normal equipment for an 
additional number of leased buildings so that only a moderate portion 
of the $80 million is for mechanization that could by any stretch of 
the imagination be productive of savings. 

Of that portion, in some instances the savings are in particular in- 
stallations and may be rather significant; in other instances perhaps 
the savings will accrue more slowly. Our limited experience so far 
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referred to by Mr. Barnes is such that we do not feel that we can 
make any predictions as to how rapidly a given mechanical installa- 
tion can be amortized. But I want to assure you that it is the Post- 
master General’s position and the position of his top staff that 
mechanization is required to keep up with the demands of the mail 
service, just as much as for any economies which might be derived, 
but which nevertheless we hope will be derived. 

Mr. Gary. Mr. Gillette, when this mechanization program was 
started, it was estimated that it would amortize itself within a rea- 
sonable period of time. We want to know the facts about actual 
amortization of modernization costs. 

Mr. Piiui0on. Of course, Mr. Gillette, there has been no criticism as 
to your abilities along the line of making these estimates and your 
fiscal abilities, 

I think our disagreement may be as we project our thinking into 
the future, into the economy of the future, which, as you know, very 
often is any man’s guess and sometimes the layman can guess better 
than the experts. 

Mr. Gittetre. I can agree with that latter statement, Mr. Pillion. 

Mr. Barnes. I think we should bear in mind, Mr. Chairman, that 
in the last 6 fiscal years our volume increase has been 20.2 percent, our 
manpower increase has been only 7.6 percent, and excluding a 24 per- 
cent increase in city ce service due to expanding areas, the in- 
crease in manpower was only 2.2. In other words, 20.2 against 2.2. 

Mr. Pituion. Mr. Barnes, I am not talking about the last 7 years, 
I am talking about 1960 and 1961 and the figures that you and I dis- 
cussed here on the record. I am not talking about that. That is not 


the problem we are facing. We are facing 1960 and 1961 and the re- 
lative costs between those 2 years. 

Mr. Barnes. I realize that, Congressman. The only reason I say 
what I say is that we have just about wrung the dishrag dry. 

Mr. Pitxron. You have done a good job and we appreciate it. 

Mr. Gary. We will adjourn until 10 o’clock tomorrow morning. 


Tuourspay, JANUARY 14, 1960. 


Mr. Gary. The committee will come to order. 

When we adjourned yesterday, Mr. Barnes was answering questions 
with reference to the Bureau of Operations. 

Mr. Steed, have you any questions on operations? 

Mr. Steep. Not at this point, Mr. Chairman. 

Mr. Gary. Mr. Alexander. 
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BENEFITS DERIVED FROM MECHANIZATION IN WASHINGTON, D.C., 
POST OFFICE 


Mr. Avexanpver. Mr. Barnes, I, like all the other members of this 
committee, am very much interested in this mechanization program. 
I wonder if it would be possible for you to put in the record a break- 
down of the entire operation of the Washington post office, the costs 
and the man-hours saved by the mechanization, everything that would 
be of,importance to show the benefits that we hope to derive out of 
this program ? 

Mr. Barnes. Yes. 

Mr. Atexanper. Now, I believe it has been in operation about 9 
months ? 

Mr. Barnes. Yes. 

Mr. ALexanpeR. You may not be able to use the full 9 months in 
the breakdown, but if it is 8 months, that will be all right, and I think 
we would be interested in looking at it more or less as a guide, perhaps 
as to what we can expect along that line. 

Mr. Barnes. We will be glad to furnish that for the record. 

(The information referred to follows :) 


STATEMENT CONCERNING FINANCIAL EFFECT OF MECHANIZATION AND OTHER RECENT 
IMPROVEMENTS AT WASHINGTON, D.C., Post OFFICE 


Preliminary estimates have been made for the Washington, D.C., post office 
of the savings in supervisor and clerical costs resulting from mechanization 
of mail processing and the overall financial changes that have occurred since the 
post office was modernized. The data developed appear respectively on tables 1 
and 2 following. 

It is impossible to isolate completely the financial effects of mechanization and 
modernization alone. This is due in part to other changes that have occurred 
concurrently, chief among which is the installation of the metropolitan plan of 
distribution in this area. The adoption of this plan has resulted in significant 
changes in the movements of the mail between post offices and has materially 
affected both the volume and character of the mail handled by the Washington 
post office. For example, Washington now handles about 12 million pieces of 
transit mail per month formerly handled by the Philadelphia post office. This 
has increased Washington’s distribution workload but has had no effect on city 
carrier requirements. 

The overall growth of 46.7 percent in the mail distribution workload as meas- 
ured by the work units reported for the first 7 accounting periods (28 weeks) 
of this fiscal year is materially greater than the increase in mail originating in 
the Washington post office. Such a growth in itself contributes to lower unit 
costs since not all costs fluctuate proportionately with mail volume and some, in 
the short run, do not fluctuate at all. It is believed, however, that most of the net 
savings in distribution costs indicated in table 1 can properly be attributable 
to mechanization. Likewise, there is no doubt but what the overall reduction in 
unit cost outlined in table 2 represents economic justification for the overall 
modernization of the post office. 

Table 1 shows that since mechanization distribution savings before deprecia- 
tion and interest are running at about $747,583 annually. This is after allowing 
for the additional out-of-pocket costs for maintenance, power, and so forth, re- 
lated to the operation of the equipment. After deducting increased depreciation 
costs, estimated at $376,925 (10 percent) and allowing for interest costs of $58.- 
895 annually (3% percent average interest on outstanding Federal debt) on the 
average investment over the service life of the equipment there still remains a 
net cost savings to the Government of $311,763 annually as a result of mech- 
anization. 

Based on an investment in equipment of $3,769,247, the indicated pay-out 
before interest would be 5 years, and after the interest allowance, 5.5 years. 

On an overall basis, including all modernization costs for the Washington post 
office, table 2 shows that total funded costs since modernization have increased 


a. | 
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only 27.5 percent while mail workload during the same period has increased 
46.7 percent. Even after providing for the depreciation and interest costs added 
by the improvements, overall costs of the post office have incresed only 29.7 
percent. In term of unit costs, therefore, there has thus been an overall decrease 
amounting to nearly 12 percent since mechanization and modernizaiton of the 
Washington post office. While, as previously indicated, not all of this improve- 
ment can be attributed to the capital improvements alone, there can be no doubt 
but that the investment is clearly paying for itself. 


TABLE 1.—Washington, D.C., post office savings attributable to mechanization, based 
on comparison of first 7 accounting periods, fiscal years 1958 and 1960 





First 7 accounting periods 
Estimated 
annual 

Savings or savings 
1958 (cost) for or (cost) 
7 periods 








Work units (in thousands): Actual 1, 126, 964 





Applicable expenses: 
Supervisor and clerk salaries (adjusted for 
pay increase) $9, 809, 331 
Adjustment for volume increase 1 4, 303, 704 





Comparable supervisor and clerk salaries...| 14, 113,035 | $13, 199, 085 $913, 950 
Increased costs due to mechanization: 

Custodial salaries 308, 880 (308, 880) 

Rent, fuel, utilities. o 140, 772 (140, 772) 

Maintenance supplies , 000 (33, 000) (57, 200) 

D = funded pene 13, 681, 737 431, 298 747, 583 

epreciation on equipment 10 percent per 
(217, 457) (376, 925) 


annum on $3,769,247 217, 457 
Total expenses including deprectation -. 13, 899, 194 213, 841 370, 658 
Interest on average investment at 34 per- 
t 2 33, 978 (33, 978) (58, 895) 











Total expenses including depreciation 
and interest 14, 113, 035 13, 933, 172 179, 863 311, 763 

















! Based on 1,526,347 additional man-hours required to process 1960 work unit increase at 1958 productivity 
level and current wage scale. 
2 One-half of initial investment of $3,769,247 for equipment only is used for the average investment over 


the life of the improvements (10 years). The interest rate used is the current average rate on outstanding 
Government debt. 





TABLE 2.—Washington, D.C., post ofiee overall cost comparison before and after 
mechanization 





First 7 accounting periods 





Fiscal year 
Percent in- 
crease or 
1958 (adjusted (decrease) 
for pay in- 
crease)! 








Work units (thousands) ‘ . 1, 126, 964 1, 653, 401 





Expenses: 
Supervisor and clerk salaries. -...............-.-.--------- $9, 809, 331 $13, 199, 085 
NEES EEE es a Oe 4, 141, 704 4, 270, 435 
All other salaries a 900, 396 1, 284, 289 | 

Total salaries 14, 851, 431 18, 753, 809 
Vehicle operations . 654, 
Uniform allowance . 2 60, 124 
Other operations costs_ -_ 73, 191 








Total operations costs rn 15, 638, 818 19, 772, 331 
Facilities rent, utilities, communications, ete.......------- 220, 113 452, 771 


| 
Total funded expenses 15, 858,931 | 20, 225, 102 
Additional depreciation: 
Equipment (10 percent per annum) 202, 960 
Building alterations (24 percent per annum) 63, 819 








Total expense including added depreciation 20, 491, 881 
Interest on average investment at 34% percent 3 71, 599 |. 





Total expense including added depreciation and interest- 20, 563, 480 





Cost per million work units: 
Rr AT eS ae Le 4 12, 232 
Total expense including added depreciation_- SSP RR 12, 394 (11.9) 
Total expense including added depreciation and interest__ 12, 437 (11. 6) 














1 For comparability purposes 1958 salaries have been increased 10 percent to reflect increase in pay which 
became effective in period 8 of fiscal year 1958. 

2 Exclusive of uniform allowances deferred from fiscal year 1957 estimated at $56,165. 

3 One-half of initial investment of $8,510,103 for both building alterations and equipment is used for the 
average investment over the life of the improvements (10 years for equipment and 40 years for building 
alterations). The interest rate used is the current average rate on outstanding Government debt. 


MECHANIZATION OF TERMINALS AND POST OFFICES 


Mr. ALEXANDER. Now, in your prepared statement you stated that 
it would not be economical or feasible to mechanize both the terminal 
and the post office in the same city. Why would that be true? 

Mr. Barnes. All of these installations are not in the same building. 
The terminals were under an entirely different management. How- 
ever, it is always good to combine like operations in one building, 
improving flexibility in use of workforce and so on. 

Mr. Atexanper. In other words, what you really mean is that you 
believe in mechanization but that they ought to be combined. Some 
of your terminals are as big as the post offices. 

Mr. Barnes. Yes, but the larger you get, up to a point at least, the 
more you are able to consolidate operations into one place, then there 
is more reason for mechanizing it. This would make it possible for 
us to use our mechanized equipment for a longer period of time each 
day and thus reduce the cost of operations. 

Mr. Atexanper. Is it the policy of the post office in the larger cen- 
ters, where you have been mechanizing the post offices, to consolidate 
more and more with the terminals? 
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Mr. Barnes. Actually, Congressman, effective on January 9 all ter- 
minals were merged with post offices. Up until then we had merged 
only about 18. 

Mr. ALexanper. When you say they “merged,” does that mean from 
a supervision point of view, or otherwise? 

Mr. Barnes. They are now all under the jurisdiction of the post- 
master, but more than a year ago we consolidated the functions inso- 
far - possible. In other words, we tried to eliminate duplication of 
Work. 

Mr. ALEXANDER. You do not mean you combined the physical 

lants ? , 
" Mr. Barnes. No. That may be possible in the future, and merging 
would make it easier, of course, to do that. 

Mr. ALExanver. But you still have your objection to mechanizing 
them, even now ¢ 

Mr. Barnes. But at the same time we will mechanize the consoli- 
dated terminal and post office. In all probability we will have like 
operations at one place, all in one building. 


SAVING ON MAILSTERS 


Mr. ALexanveR. I believe there was some statement to the effect 
that you would save some $300 on each of your mailsters. Would you 
describe to us in detail just how that savings is effected ? 

Mr. Barnes. Well, Congressman; we have projected in the. city 
delivery account, a savings of about $800 per mailster, but, of course, 
this is partly offset by the cost of operating the mailsters, and de- 


preciation, bringing the net savings down to $300. 

Mr. Atexanper. What I am asking you to do is to describe how that 
savings is arrived at. 

Mr. Barnes. Well, It is arrived at in this manner: For every 10 
mailsters that we put into use we can ordinarily eliminate a parcel- 
post route, because letter carriers equipped with mailsters are able to 
deliver all the parcels, regardless of size. Otherwise we would have 
to send a truck out with an additional man to deliver the parcels. 
That is a large part of our savings. Another item is the time to and: 
from the routes, and the time actually spent by carriers traveling the 
routes. They travel faster, which means additional territory can be 
served by each carrier who has a mailster. 

We have reflected an additional savings in next year’s budget of 
$2,218,400 as a result of the additional mailsters to be added to the 
fleet. 

Mr. Atexanper. Is there going to be a reduction in personnel, regu- 
lar personnel, or will it be a reduction of the extra help? 

Mr. Barnes. It means that we can operate the delivery service with 
a 3.1 percent increase in man-years to handle 5.5 percent increase in 
possible stops. It is helping us to that extent, which is quite an item. 

Mr. ALexanper. If you did not have the mailsters, how many addi- 
tional men would you have to have to cover the mail with the same 
routes ? 

Mr. Barnes. You can count on a savings of 1 route for each 10 
mailsters installed. This would be about 114 man-years per route. 
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Mr. Gitterre. Mr. Alexander, in 1961 budget, at page 24.3 of the 
justifications, which will be submitted for the record later, there is 
an indicated savings already considered in our budget estimate as a 
result of the mailster program of $2,218,400. 

Mr. Barnes. That is about 400 man-years. 

Mr. Giterre. And there was a savings of carrier employment in 
1960 of $2,767,200 estimated, and a savings in 1959 in an estimated 
amount of $1,140,000, so that in our budget estimates, we can assure 
you that we have considered in 1961 and given effect to annual em- 
ployment savings aggregating approximately $6 million built up 
over this period, as a result of the economies derived from the mailster 


ee 

e do not want to overstate the economy, sir, but we do feel the 
individual installations are justified and that there are some net sav- 
ings after allowing for operating costs and depreciation. 

Mr. Avexanper. I am all for it, and I think that is fine, but there 
is one thing that is hard for me to visualize in some of these mechani- 
zations, and that is, I was hoping that as we went along and as we 
used it more and more, that eventually we would cut down on the num- 
ber of employees in the Post Office Department. 

Mr. Gruette. Well, this is a reduction in the number of carrier 
man-hours, that I am referring to, from what would have been asked 
for if we had not had the seiiltioes so it is a clear-cut reduction, Mr. 


Alexander, from what we would have needed if we had not had the 
mailsters. 

Mr. ALexanper. Thank you. 

(The following additional information on mailsters was supplied 


later :) 
MAILSTERS 


The following report, dated August 10, 1959, was prepared by the Division 
of Cost Analysis, Bureau of Finance, on the basis of cost and operating data 
furnished by the St. Louis regional controller. It is representative of numerous 
similar studies. 

This is a cost analysis of the overall operating costs before and after the 
installation of 13 mailsters at Springfield, Mo. Out of a total of 17 foot routes, 
11 were converted to mailster operation and on 1 mounted route the three- 
quarter-ton vehicle was replaced with a mailster. 

The study discloses that the cash savings that will be realized by this installa- 
tion will pay for the cost of the mailsters in 2.2 years. This is based on a savings 
before depreciation of $5,941 and an investment in the 13 mailsters of $13,000. 
Expressed in another way, after deducting depreciation, the savings amounts to 
$257 per mailster annually. 


Post OFFICE DEPARTMENT 
BUREAU OF FINANCE 
DIVISION oF Cost ANALYSIS 


August 10, 1959 


Subject: Project No. 5654-4, “Costs Analysis Report—Mechanization of City 
Delivery Service, Springfield, Mo., Post Office.” 


I. INTRODUCTION 


This study reports and analyzes the cost changes arising from the mechaniza- 
tion of a number of city delivery routes at the main office carrier section of the 
Springfield, Mo., Post Office. 


—_ DO ee eet oe 
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Il. CONCLUSIONS 


Since this cost-analysis study is based on the costs developed for one 4-week 
period before and one 4-week period after the installation of the mailsters, the 
cost changes between these two periods were projected to an annual basis. As 
the following computation develops, the payout period is 2.2 years: 





Annual Average per 
amounts mailster 





Cost reductions: 
In carrier time $7, 527 
In parcel post distribution 3, 718 
In carfare 429 





Total cost reductions 11, 674 





Cost increases: 
In vehicle operating costs (including depreciation) 7, 384 
In other costs 949 





I ib 5 ao Sco nn th op cusices Cxnesttonnancinmnntnmmatanny 8, 333 





Net savings after depreciation 3, 341 
Depreciation on mailsters:! 13 mailsters at $1,000 divided by 5 years. 2, 600 


Net cash savings before depreciation 5, 941 
Capital investment in 13 mailsters: 13 times $1,000 13, 000 














Payout period (capital investment divided by net cash savings), 2.2 years. (See schedule A, p. 234.) 
1 See par. VI, p. 234. 


III. COST ANALYSIS PERIODS AND COMPARATIVE COST DATA 


The cost analysis “before” and “after” periods selected for this study were 
accounting period No. 5, PFY 1959 and Accounting Period No. 10, PFY 1959, 
respectively. There was no seasonal adjustment required since both the overall 
incoming work units total and the overall city carrier work hours used for the 
respective periods showed only small variances between the two periods. Fur- 
thermore, since the cost periods compared were only slightly above the aver- 
age for an accounting period, they are considered to be sufficiently representa- 
tive to permit extrapolation from the period to an annual basis by multiplying 
all cost factors by 13. However, the only modification that was deemed neces- 
sary to make the data comparable was an adjustment in the costs in the “be- 
fore” period to account for the 1-day holiday. 


IV. CHANGE IN THE ROUTE PATTERN 


The installation of 13 very light vehicles made possible the conversion of 11 
out of 17 letter mail foot routes to mailster routes and the substitution of a 
mailster for a three-quarter-ton truck on one of the 14 mounted routes. In the 
process, one auxiliary parcel post route was eliminated. The following table 
summarizes the route pattern during the “before” and “after” periods: 





Number of routes 





Type of route “Before’”’ period “ After’ period 





Regular Regular | Auxiliary 








Total letter mail 
Relay, parcel post, and collection 





Total routes 
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Vv. VEHICLE SUMMARY 


As a result of the installation of the 13 mailsters, the number of vehicles, 
Government-owned and contract, increased from 28 to 40. The following table 
summarizes the total vehicles assigned to Springfield, by types of vehicle, dur- 
ing both study periods: 





Type of vehicle “Before” “After” 
period 





113 


ton; 140 cubic feet__-- 
ton; 200 cubic feet_... 
ad 300 cubic feet... 














1 One of the 13 mailsters is in a standby service. 


VI. DEPRECIATION 


The depreciation is based on the total investment in the vehicles, assuming a 
5-year life. Included in the investment is the actual contract price plus average 
freight charges, to which has been added estimated costs for major rebuilding 
and overhaul. When this type of vehicle has been operative for some time, a 
more complete experience basis for computing depreciation will become possible. 


VII. GENERAL COMMENTS 


The partial mechanization of the city delivery service required the continuance 
of parcel post and relay routes. Thus, except for the absorption of 1 auxiliary 
parcel post route by the 12 mailster-served routes, the assignments of carriers and 
vehicles in the delivery service have not otherwise been affected. A review of 
the operating report for two periods subsequent to the “after” cost period dis- 
closed that the carrier work hours as well as vehicle hours continued to approxi- 
mate those in the “after” period. 


ScHEDULE A.— Mechanization of city delivery service, Springfield, Mo., post office— 
Comparative costs, before and after installation of mailsters 





Before period After period Increase or 
(Oct. 18-Nov. | (Mar. 7-Apr. | Total cost | (decrease) in 
Cost categories 14, 1958) 3, 1959) not related related 
to mech- costs, after 
anization | mechaniza- 
Hours tion 








Clerks and mail handlers: 
Assisting carriors..........2.......-. m 2 
Incoming parcel post distribution..- 723 
Other clerks and mail handlers 33,402 | 12,149 
Carrier costs, affected by mechanization: 
Office time 78 | 12,077 773 
Street time 1 4,753 1, 568 
Carrier costs, not affected by mechanization. 16,330 | 5,899 
Vehicle costs, including depreciation: 
Affected by mechanization 1262 
Not affected by mechanization-_- --| 23, 22,93 
Carfare 
Other miscellaneous recurring costs. . 
Total costs, 4-week period 
Annual increase or (decrease) 
Total mailsters installed - 
Annual increase or (decrease) per mailster___ 


1 
7 
































1 Adjusted for holiday in “before” period. 
2 Includes 10 mounted routes under contract (1,164 hours, at $1 per hour). 
3 Includes 3 mounted routes under contract (378 hours, at $1 per hour). 


Source: Post Office Department, Bureau of Finance, Division of Cost Analysis, Aug. 10, 1959. 
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Mr. Gary. Mr. Pillion. 
Mr. Puz10N. I think perhaps I had. better address this to Mr. 
Noble. 


PERFORMANCE BOND PREMIUMS 


In the hearings of last year, on the myn: bond premiums for.em- 
ployees, page 149 of last year’s hearings, is there an item for a fidelity 
bond for the period 1960-61 ? ; al, 

Mr. Noste. I believe that was in the 1960 budget. It is a biennial 
bond. 

Mr. Piuuion. Yes. 

Mr. Nosiz. And there are no funds requested in fiscal 1961. We 
have just renewed that 2-year bond on January 1, 1960. 

Mr. Puui0n. Yes. That bond covers losses by employees, that is, 
where there is a loss due to an employee’s theft or defalcation of some 
kind, the fidelity company then reimburses the Government. Is this 
the purpose of it ? 

r. Nose. That is correct. It is what is known as a “faithful 
performance bond.” __ 

Mr. Pitui0on. We had some figures in 1959 indicating that the 1956- 
57 bond premium was $367,000, the dividend was $55,000, so the net 
cost to the Government for that bond for 2 years was $311,000, ap- 
proximately. The Government had collected back $148,000, so that 
it had paid out $311,000 and collected back $148,000. 

Now, in 1958-59, the premium was $315,000, less a $47,000 dividend, 
so your net premium cost was $268,000 and as of February 15 it col- 
lected, on the payment of that premium, collected back something 
like $63,000. Of course, that wasn’t complete, because there were 
losses to be paid to the Government later, but I wonder if you could 
furnish for this committee the complete information on the losses that 
have been repaid to the Government, so that we can find out what the 
net loss to the Government is on this fidelity bond program; in other 
words, how much you paid out and how much do we recover. 

Also, why is it that you do not consider carrying your own 
premium, that is, your own insurance, why you have to pay the in- 
surance company this type of money, $2 for $1, as the case appears 
to be from these figures / 

Mr. Noste. I do have some more recent figures. 

Mr. Piiu10Nn. I wonder if you can put them in the record. 

Mr. Nostez. I will mention one specifically. You referred to the 
1958-59 bond with a net cost of $268,000. To date we have recovered 
under that specific bond $244,471. 

Mr. Pitui0n. That is fine. 

Mr. Nosix. The comparison of the recoveries with the premiums 
is not the entire story. Recdtine we have these fidelity bonds we figure 
that we can take calculated risks and not go into the type of detailed 
audit and checking that we might otherwise have to do. In other 
words, if we did not have the bond and a loss came along for several 
thousand. dollars it would be apparent that we should count these 
fixed credits more frequently because the losses. are costing the Gov- 
ernment money and we onl: soon eat up far more than this difference 


in additional audit costs or in additional clerical work. We feel that 
on balance there is a considerable savings to the Government by carry- 
ing this blanket type of insurance. 
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Mr. Piiuton. I can understand the advantages of it, but I am just 
wondering what the cost would be, so would you be good enough to 
supply the record with the complete figures on the 1956-57 bond and 
the 1958-59 bond, and whatever figures you have on the 1960-61 bond? 

Mr. Nostz. The figure for 1956-57 is about the same as we gave last 
year. There is practically no change. Now, the recoveries on the 
1958-59 bond of $244,000—on that, what you want is the latest figure? 

Mr. Piiuton. Yes. 

(Information supplied follows :) 


The figures furnished in the current hearings and on page 149 of the 1960 
appropriations hearings show collections to date under the respective bonds of 
1956-57 and 1958-59. A comparison of thesé collections with the premiums paid 
does not show the true net cost or saving to the Government until the last col- 
lection has been made. Frequently defalcations are discovered which have been 
going on over a long period of years and collections, are then made under the 
bonds in effect during the various periods when the losses occur. For example, 
in 1958 a recovery of $80,000 was made for a loss running back as far as 1948. 

The fairest comparison, therefore, that can be currently made is to measure 
premiums paid in a 2-year period with total recoveries collected during the same 
period without regard to the bond or bonds under which they were effected. 
Such a comparison follows: 





Year Net Total 
premium collections 





ES SO occa ankis othe nace ne aeeeuonta cabbtinacndobe se chobueuddctesnbedadn $311, 973 $247, 452 


I le ee hss ino ce cnn laches =o Beier cece re eines onige 268, 122 349, 934 
ee Be race eae chvnieneeseerimetceeeenos= Keocsse=chsaeses SG, SEP sce wncce-se5= 











1 Estimate based on the dividend of 15 percent in line with past performance, 
HEALTH INSURANCE 


May I ask Mr. Barnes about the health insurance? I understand 
there is an item of about $35 million for that next year. 

Mr. Barnes. I am glad you asked that question, Congressman, be- 
cause I vant to say the health insurance in the operations appropria- 
tion for those employees now on the rolls is $37 million. In addition 
there are other noncontrollable items which, of course, effect the 
budget for 1961. The other noncontrollable items are automatic and 
longevity step increases, amounting to $12,376,000; and the added 
fringe benefits on these salary increases amounting to $739,000. That 
is an increase of more than $50 million over which we have absolutely 
no control. This means we are asking for less than $100 million or 
3.2 percent increase in. man-years to handle a 5.2 percent increase. in 
volume of mail, and a 5.5 percent increase in delivery service stops, 
plus additional custodial employees to service 4.3 percent added space 
in the buildings that we will occupy, and so on. 

So you can see that we are not asking for any tremendous amount 
over which we have control. 

Mr. Pitut0n. I am not trying to question that, but I would like to 
get back to the $37 million. That amounts to, roughly, for your em- 
ployees, how much per year? How does that operate? Is it. by con- 
tract with a corporation like the Blue Shield Corp., or do you carry 
your own insurance on that? How is a person paid, and how do you 

arrive at the $37 million as regards the cost of the program for this 
year? 
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Mr. Barnzgs.. It is our understanding that it is under the jurisdiction 
of the Civil Service Commission. 

Mr. Piuui0on. I see. You just pay them the necessary amount ? 

Mr. Barnes. Mr. Gillette could answer that. Do we pay them? 

Mr. Giuttetre. I would like to have Mr. Noble answer that question. 

Mr. Barnes. Let me say here that this $37 million is only for the 
people on the rolls now. For man-years added in 1961 an additional 
amount will be needed. 

Mr. Pitxi0Nn. I just want to know how that figure is arrived at and 
what the mechanics are as to the payment of the $37 million for health 
insurance. 

Mr. Noster. The Civil Service Commission is responsible for the 
administration of this program and they are, at the present time, 
developing contracts with private companies. They have not as yet 
completed any. They are working on a variety of plans, so that the 
employees will have an opportunity to choose between different types 
of coverage. Until they have developed the contracts and announced 
the regulations under which they will be administered, we are some- 
what in the dark. There has been an indication, however, as to what 
the premium contribution of the Government may be per employee, 
and I can give you those figures. 

Mr. Prion. Is this for health and medical ? 

Mr. Noste. Yes. 

Mr. Pitii0on. Do the employees pay anything ? 

Mr. Nostz. The employees would contribute. 

Mr. Pitx1on. What is the basis for their contribution ? 

Mr. Noste. I believe the law provides that they should pay at least 
50 percent—I am not sure. It may be more than that if they want 
additional coverage, but the Government will pay up to 50 percent of 
the cost, but no more, I believe, of the premium charged by the insur- 
ance companies. 

Mr. Gary. That is for the basic coverage ? 

Mr. Nose. That is correct. In addition to that, the Civil Service 
Commission will have a certain loading charge that will be added 
for their administration and for other contingencies. 

Mr. Piiuton. Well, could this figure run into, say, $30 million or 
$44 million? In other words, could it be $7 million more or $7 million 
less than $37 million which has been submitted here as the cost ? 

Mr. Noste. It could be very much more than that. We estimated 
at one time it could be as much as $80 million. We doubt it could be 
less, because we based our estimate, in accordance with the directive 
from the Bureau of the Budget, on the minimum contribution that 
the Government will be required to make. 

Mr. Gary. How much is that per person ? 

Mr. Nosie. The minimum for a single employee, I believe, is $1.25; 
for a female employee with dependents, including a nondependent 
husband, $1.75 ; for a married employee with dependents, $3. 

Mr. Gary. For what period of time? 

Mr. Nostz. That is every 2 weeks per employee. 

There will be a considerable cost to us also in the administration of 
this plan. If there are a wide variety of plans and employees are 
permitted to make frequent changes, both in the nature of their cov- 
erage or in the type of plan they wish to choose from, our administra- 
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tive onne could be very heavy, especially in the payroll deduction work 
involved. 

Actually, we feel that we are going to have topay a considerable 
sum this fiscal year as the employees will all have to be briefed and 
the plans explained to them individually in order that it can be placed 
into effect on July 1. 

Mr. Piui0Nn. But there is no thought of the Department’s carrying 
its own insurance? 

Mr. Nosie. We have no statutory authority to do that. This isa 
governmentwide coverage enacted by Public Law 86-382, which was 
approved on September 28, 1959. 

r. Purion. That is all, Mr. Chairman. 


WORK PERFORMANCE STANDARDS PROGRAM 


Mr. Gary. Mr. Barnes, we were discussing the work performance 
standards program yesterday. There has been handed to me by an- 
other a, of Congress some information to the effect that the work 

rformance standards program has caused the supervisory force to 

e tripled, if not quadrupled. Will you give me the number of pro- 
ductive employees at salary level 4, and below, and compare it with 
salary loval 5 and above, before and after introduction of the work 
performance standards program ? 

Mr. Barnes. All right; we will get that information for you. I 
think you realize the work performance standards were started several 
years ago, office by office. 

Mr. Gary. I understand, and we want a comparison of the employ- 
ment figures before and after, to see what effect it has had. 

Mr. Barnes. I take it you are talking about all the offices involved, 
in spite of the fact some may not have been in very long, and others 
fora few years. Do you want it on any single office ? 

Mr. Gary. You may present it in any way that will show the effects 
of the program. 

Mr. Barnes. I understand. 

Mr. Gary. There has been some criticism of this work performance 
standards program. That. criticism may or may not be justified. I 
would like to know what the real facts are before I draw any 
conclusions. 

Mr. Barnes. We will get you the best figures available. 

(The information referred to follows :) 


Comparison of employees at 20 i a } aa offices before and after installation 
of 





Clerks, mail handlers, 
Clerks and mail handlers carriers and special de- 








Number of livery messengers 
As of June 30 supervisors 
Number Average per Number Average per 
supervisor supervisor 
1953 (before W PS)-........-.--.- 5, 260 69, 473 3. 100, 000 19.0 
1954 (after _) ERS R ES eas 5, 291 68, 519 13.0 99, 345 18.8 
1955 (after WPS)-_...-- 5, 396 68, 612 127 99, 811 18.5 
1957 fatter i Sr 5, 589 71, 031 12.7 103, 504 18. 5 
1008 (ofter WS). .....-.-...-... 5, 830 73, 329 1 107, 907 18, 5- 























enactment of Public Law 68 (effective Dec. 3, 1955). 


NotTe.—Data for 1956 not available. Employees were not classified by level prior to- 
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Mr. Barnes. Let me say there has been criticism of the work per- 
formance standards, I believe I stated yesterday, by the supervisory 
employees, particularly because it judges the groups only and not the 
individuals. 

In other words, the group headed by the supervisor. 


SUPERINTENDENTS FOR REGISTRY DIVISION 


Mr. Gary. Now, the same source gives me the information that the 
registry division used to have a working foreman in charge. It now 
has a superintendent, in spite of the fact that certified mail reduced 
the volume by 75 percent or more, 

Mr. Barnes. I might say, Congressman, we are giving serious con- 
sideration to eliminating all the positions of superintendent in the 
registry section. Superintendent of the registry section is nothing 
new. It has been there for many, many years; but we are seriously 
considering eliminating the supervisors in the registry section except, 
possibly, in the larger places where we might need a foreman or a 
nace tetany That is under consideration now. 

Mr. Gary. Then this information probably is correct on that item? 

Mr. Barnes. Yes, sir. 


SCHEME EXAMINATIONS 


Mr. Gary. Now, another criticism that comes from the same source 
has to with the fact that the regional offices issue general schemes 
for the proper distribution of mail within the States, and that in 
many instances these schemes have to be modified by the local office 
because of local conditions. For that reason criticism is made of your 
change in policy in increasing the passing grade on scheme examina- 
tions from 95 to 97 percent when, as this informant states, more than 
2 percent of the schemes are incorrect in the first place. 

Mr. Barnes. Mr. Hahn can answer that question. 

Mr. Haun. It is true, Mr. Chairman, that general schemes are pre- 
pared and issued by regional offices and it is also true that in many 
large post offices the general scheme is adapted to the distribution per- 
formed in that post office. This, in fact, is a simplification of the 
general scheme and eliminates certain parts of it which would not be 
applicable generally, to conditions in the local post office. 

hese simplifications work and they are adequate when everything 
runs according to schedule, but it leaves the employee without knowl]- 
edge that he should have when the transportation is interrupted for 
any reason, because he knows only one dispatch as a rule, and he does 
not know what to do with the mail if that dispatch does not operate. 
_ This comes down now to the question as to the justification for 
increasing the requirement for passing the scheme examination... We 
have had for many years in the postal transportation service a require- 
ment of 97 percent as a passing grade. In years gone by the postal 
transportation service, as you: know, has been the principal distribu- 
tion agency in the Post Office Department. We have leaned on the 
railway. post. office for the performance of distribution of mail. We 
no longer have the railway post offices in anything like the n»mh»r we 
formerly had, and we need very badly to raise the standard of distri- 
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bution in the local post offices because this is where mail now has to be 
distributed. The raising of the passing grade from. 95,to,97 is a part of 
a program’ to increase scheme knowledge and better distribution per- 
formance on the part of post offices. I think it is proving to be very 
effective. 

Mr. Gary. His point is that since there are changes between the 
regional and the local offices it would show there is some variation in 
this scheme, and that the passing grade of 97 is too rigid. 

Mr. Hann. Congressman, he is examined on the scheme to which 
he is assigned. He is examined upon a modified scheme—not upon 
a scheme which he is not required to be proficient at. 

Mr. Barnes. This makes it actually easier for him. 
Mr. Gary. Yes. Thank you. 


OVEROBLIGATION OF FUNDS 


Now, Mr. Gillette, this is a question for you, I understand that there 
was a violation of section 36—79 of the Revised Statutes as amended, 
this past year, in that the budgetary allotment made from the appro- 
priation for operations, to the Regional Operations Director, Cin- 
cinnati, Ohio, was overobligated for the quarter ending October 16, 
1959 Can you give us an explanation of that? 

Mr. Gutterre. Yes, Mr. Chairman. 

The amount overobligated was $27,230 and it was the result of a 
general stringency of funds throughout the Department, which caused 
all-of our controllers: and -regional directors to exert every effort. to 
make the minimum estimates of funds required to complete the 
quarter. 

In this case the estimate by the controller was just a little bit. on 
the wrong side of the line, which we very deeply regretted, and which 
we have discussed with both the regional director and with the con- 
troller, at great length. 

I think I might ask Mr. Noble to give you further details on this 
matter. Wetake the matter of living within our allotments extremely 
seriously, and my office makes the individual allotments to the regional 
directors. When, Mr. Chairman, the funds for the quarter are so 
tight that there is very little margin to be allowed in the allotment 
to the individual regional directors, there is, in truth, the possibility 
of their being a little bit overobligated on their estimates when un- 
forseen surges in mail volume occur. In this case there was a work- 
load surge to 6.2 percent above the previous year in the last period 
of the quarter, which workload had not been running at that per- 
centage increase until that time. 

I will ask Mr. Noble if he will supplement my remarks, because I 
recognize the committee’s interest in this matter. 

Mr. Noste. As was stated, Mr. Chairman, in the letter to the Con- 
gress, the overobligation is due primarily to the fact that several 
post offices in the Cincinnati region overran their man-hour allowances, 
primarily as a result of this surge in volume. They have been dealt 
with by the regional operations director. 

Those things occur, and have occurred before. Ordinarily, they 
would not result in an actual overobligation of the allotment as a 
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whole to the region because there would be sufficient underruns in 
other post, offices to offset them; but in this instance funds were so 
tight and the general increase in volume throughout the region was 
such as to not leave'sufficient uhexpended funds to offset the overruns 
of those individual post offices, resulting in an overobligation for the 
region as a whole. 

I might say that the funds involved for the quarter for the region 
were more than $78 million and this overrun is about three-hundredths 
of 1 percent of the total. 

Mr. Gary. As you know, this committee is very much interested in 
seeing that there are no overobligations. 

A very unfortunate situation of that kind arose several years ago. 
Certainly we do not want any recurrence, and I hope in the future 
every effort will be made to see that the various offices live within 
their allotments. 

Mr. Gitterre. We can assure you, Mr. Chairman, that this will 
be done. We share your views completely in the matter. 

Mr. Barnes. I think, Mr. Chairman, that you might be interested 
in knowing that we are watching that very carefully. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. The law requires that these matters be reported to the 
Congress and it was reported by the Postmaster General to the 
Speaker of the House on January 7. I wanted to get an explanation 
of it in the record and once again call attention to the fact that this 
committee is very insistent upon tlie observance of that law. 


COMPARISON OF MAN-YEARS AND VOLUME OF MAIL 


Mr. Barnes. Mr. Chairman, if this is the proper time, I would like 
to ask for permission to insert in the record, a chart showing the com- 
parison of man-years and volume of mails as estimated for 1960 and 
1961. 

(The chart referred to follows :) 


Post Office Department, operations, comparison of man-years and volume of mail, 


















estimated 
Account 1960 ! 1961 Increase Percent 

Man-years: 
ONE 8 a nh nadie inna nsnnnendunonsnnse samy 36, 981 36, 517 — 464 -1.3 
Supervisors-technical personnel _ ___-_-.-.------ 28, 200 29, 369 1, 169 4.1 
Clerks (including mobile) ---.-...-.---.-------- 259, 313 270, 202 10, 889 4.2 
City carriers. .......... sheashascasessaabencesns 160, 138 165, 115 4,977 3.1 
Se ee. ee Ee eee eee 5, 485 5, 579 94 2 
pL ae EER eet dah 35, 543 35, 421 —122 —0.3 
Ss Sc adh ttictnale ddivamiuicernuaomenanicbnt 17, 683 18, 744 1,061 6.0 
Motor vehicle service. .........-.-------------- 10, 358 10, 923 565 5.5 
po, eer er 553, 701 571, 870 18, 169 3.3 
Mail volume (in millions)_.........-.------.------. 63, 073 66, 353 3, 280 5.2 

















1 Based on 1960 current appropriations. 
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MAIL ADDRESSED TO “OCCUPANT” 


Mr. Gary. Mr. Barnes, I have in my hand a copy of an advertise- 
ment that was sent out by a certain savings and loan company which 
is not a member of the Federal Savings and Loan Insurance Corpora- 
tion, advertising 6 percent interest on savings. This advertisement 
was sent out as “Occupant Mail,” 

Do you have any control whatever over occupant mail? 

Mr. Barnes. None whatsoever, unless it violates our regulations. 
If it is mailable, we have no control over mail addressed “occupant” 
or otherwise. 

Mr. Gary. I think this is a matter that probably cuts across Treas- 
ury and Post Office lines. 

Mr. Barnes. We would be glad to take this up with the Chief In- 
spector. 

Mr. Gary. I do not know anything about this company, but it is 
advertising 6 percent interest on savings, which is 2 percent more than 
any other company I know of, and the fact that the savings are not 
insured under the Federal Savings and Loan Insurance Corporation 
Act, makes me suspicious of the company. 

Mr. Barnes. Yes. It could very well turn out to be a fraud, so we 
would be glad to take it up with the Chief Inspector. 

Mr. Gary. I will be glad to turn it over to you. 


COMPUTATION OF MAIL VOLUME 


Now, Mr. Barnes, how is mail volume computed ? 

Mr. Barness. By actual count. 

Mr. Gary. You do not count every piece of mail, do you? 

Mr. Barnes. No. It is counted on the basis of weight or measure- 
ment. We prefer to weigh it. In some cases it is rather difficult to 
get it by weight, so we get it by measurement—-so many letters per foot. 
The formula is arrived at by numerous tests to determine the number 
of letters per foot or pound. 

Mr. Gary. Are there any differences in the amount of time and 
effort required per piece of mail for the different kinds of mail making 
up total volume? 

Mr. Barnes. Yes. For example, parcel post and letters would be 
different. 

Mr. Gary. Can we discount volume to any extent in certain cate- 
gories? 

Mr. Barnes. We think these tests have improved the validity of 
mail volume counts. Any time the volume varies from the established 
conversion factor, the postmaster conducts tests. In other words, if 
the postmaster has a large mailing that might vary from the conver- 
sion factor, he makes a test to determine the pieces of mail in a pound 
or in a foot. 

VARIATION IN WORK PRODUCTION REGIONS 


Mr. Gary. Do workload or payroll statistics now available within 
the postal service reveal any differences in productivity between vari- 
ous regions ? 

Mr. Barnes. We have taken this position : that it is better not to try 
to compare one office with another because of variations in local condi- 
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tions. It is always best to try to improve the local office. In other 
words, regardless of any system that you might have, whether it is 
good or bad, if it continues to improve, we feel that satisfactory prog- 
ress is being made. 

There is-a difference in the kind of mail which is being worked at 
the different offices. This variation makes it rather difficult. to com- 
pare one office against the other. wit ore 

Mr. Gary. But you do compare individual against individual under 
your work performance standards program ? a 

Mr. Barnes. Yes; but the individual is compared with others in 
the same local office. If there is any particular difference in the 
makeup of mail, each employee is tested on the local condition. 

Mr. Gary. Well, could you not compare office with office as well as 
individual with individual ? 

Mr. Barnes. That could not be done as easily, Congressman, but we 
do attempt to equate the variations from one office to another. | If there 
is any great variation in the operation, we look at it to see what hap- 
pened, but you cannot definitely tie it down. 

Mr. Gary. You stated yesterday that the Brooklyn office ranked 
44th in efficiency in comparison with other offices, and that it improved 
from 44th to 14th. How was that comparison made ? 

Mr. Barnes. It is a list made up from the work performance stand- 
ards. We do look at this listing but we do not feel that it can be used 
to severely criticize the postmasters. For example, post offices that 
are pretty close together in their productivity. Certainly there is 
improvement when an office moves up from 44th to 14th. 

Mr. Gary. Then your statistics do reveal some differences in the 
rate of increase in productivity of the various offices 4 

Mr. Barnes. Yes. At each of the offices on the BMT, or work per- 
formance standards. BMT is based upon a scientific test at each office. 

Mr. Gary. And the Department is taking steps to increase pro- 
ductivity of individual offices and regions whieh are below average? 

Mr. Barnes. Right, we even take that down to individual offices. 

Mr. Gary. If such measures were applied on a nationwide basis 
what potential increase in productivity might result ? 

Mr. Barnes. Congressman, we have been trying for over 6 years 
now to increase the productivity at the work performance standards 
offices. We have had some success. It hasn’t grown like it should. 

We do not know what we can do. We know we are not getting it 
up to what we want to. We have taken that into consideration each 
year, as to what really happened. 

Mr. Gitterre. This is a constant effort that the Bureau of Opera- 
tions is making to improve manpower utilization, and the data you 
refer to do not offer any new potential but offer just a continuing 
tool to use with the individual postmasters. 

Mr. Barnes. You see, we started WPS back in the latter part of 
953. 

Mr. Gary. I thought the Brooklyn system was entirely new? 

Mr. Barnes. Well, the Brooklyn situation is a guideline system. It 
takes several months to put that system in and get it really operating. 

Yes, that is something new. That is based upon a guideline we set 
back in November 1958. At that time practically all the postmasters 
posted those guidelines in their workrooms for employees to see, and 
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asked that-their.employees try to live up to them. -We have no-meas- 
urement, Congressman, as to what that particular action did. In 
other words, they did not implement the program any more than to 
tell the employees, “Here is a guideline that you should go by and try 
to meet it,” but the individual employee has not been measured— 
except in the two offices I mentioned yesterday. 

Mr. Gittertre. My remarks, Mr. Chairman, were addressed to the 
WPS and BMT data and not to the guide data Mr. Barnes just 
referred to. ; ; 

Mr. Gary. Did you put this guide data into effect only in the Brook- 
lyn office? ; ee 

Mr. Barnes. As I say, in November 1958, we published guidelines. 
We felt we should make them available in every post office in the 
United States, every one of them; but Brooklyn, and later, Des 
Moines, were the only ones that actually began measuring the produc- 
tion of each individual to see‘whether they. lived up to the guides or 
not. We do not know to what extent all the other offices in the country 
lived up to it because we have no measurement on the individual. 


SEASONAL VARIATIONS IN PRODUCTIVITY 


Mr. Gary. What factors cause wide seasonal variations in produc- 
tivity ? 

Me. Barnes. Are you speaking of such things as the Christmas sea- 
son? The Christmas season, of course, would be our worst; the sum- 
mer season, on account of vacations, and of course, around the various 
holidays. When your regulars are on leave and you fill in with sub- 
stitutes, you do not expect as much productivity as you do by the 
regular employees—and you do not get as much. The substitutes are 
not as familiar with the work. 

Mr. Gary. That is true when you use substitutes at Christmas time, 
rather than your overtime system, is it not ? 

Mr. Barnes. That is right. 

Mr. Gary. In many instances it is more efficient to use overtime, 
is it not ? 

: Mr.. Barnes. Overtime at Christmas; yes. 

Mr. Gary. What prospects are there for maintaining a given level 
of productivity once attained ? 

Mr. Barnes. Mr. Del Grosso can answer that. 

Mr. Det Grosso. Mr. Congressman, I think it is pretty difficult, 
unless you had an organized force of regular employees that could 
be maintained, so as to provide a production rate at a certain level. 

Whenever you use temporary employees or substitute employees, 
it is difficult to maintain a given level of productivity. 

Another factor causing variations in level of production is directly 
related to the fact that the public schedules our workload. It is pretty 
difficult to estimate at any given hour the exact volume of mail that 
will be received from patrons. If we schedule our employees for a 
particular hour, based on past performance, and the mail does not 
generate at that particular time, it will affect the productivity level. 

Mr. Gary. Do you think there is room for improvement in the vari- 
ous post offices ? 

Mr. Barnes. Congressman, we doubt if the time will ever come 
when there is not going to be room for improvement. 
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NatTIoNwipEe INTEGRATED PostaL SERVICE PLAN 


Mr. Gary. Mr. Barnes and Mr. Moore will now present a joint state- 
ment on the nationwide integrated postal service plan. 


POSTAL TRANSPORTATION STUDY 


Mr. Barnes. The nationwide integrated postal service plan (postal 
transportation study), issued on January 5, 1960, is a summarization 
of the findings and conclusions resulting from the Post Office Depart- 
ment’s transportation study which began in October 1958. 

The report defines long range postal service objectives and pre- 
scribes a pattern in keeping with modern developments in transporta- 
tion and mail processing to serve as a guide in working toward ultimate 
accomplishment of those objectives. 

During the past. 30 years the number of trains available for. mail 
transportation has dropped from 10,000 to approximately 2,000. To- 
day less than one-third of the country’s post offices are in communities 
served directly by rail. The mature development of the Nation’s air 
and highway transportation networks and the continuing decline of 
rail service make it essential that the postal service adapt itself to keep 
abreast of transportation progress. 


POSTAL SERVICE OBJECTIVES 


For preferential mail, the service objectives are as follows: 

1. Within metropolitan areas, preferential mail posted by 5 p.m., the 
usual close of the aetna day, destined for points within the same 
area, Should be delivered on the first delivery trip of the following 
business day. 

2. Preferential mail posted before 5 p.m. moving between the Na- 
tion’s major cities and between metropolitan areas should be delivered 
on the business day following that on which it entered the mails. 

3. Preferential mail moving between points anywhere in the Nation, 
no matter how remote from each other, should be delivered no later 
= the second business day following that,on which it entered the 
mails, 

With respect to nonpreferential mail, the objective is to provide de- 
livery without undue delay, on an economical basis, in accordance with 
definite schedules upon which mailers and addressees alike can depend. 


ANALYSIS OF PRESENT MAIL SERVICE 


An analysis of available transportation schedules by surface and air 
between 24 major cities and the time currently required for processing 
incoming and outgoing mail at the post office involved, showed that 
only 3.3 percent of first-mail mail and 22.1 percent of the airmail, 
posted by 5 p.m., can be guaranteed next-day delivery, and less than 
one-half of the first-class mail can be guaranteed delivery by the 
second day. 

Mailings of test letters between these 24 key cities indicated that ig. 
all first-class mail were given the service airmail actually receives, 
about 49.8 percent could be delivered next day after mailing, 41.5 per- 
cent could be delivered the second day after mailing, and the remain- 
ing 8.7 percent would be delivered on the third day. 





246 





Analysis of present nonpreferential mail service showed wide varia- 
tions in the time eaieed: for delivery of nonpreferential mail be- 
tween the same points, depending upon the day of the week and the 
season of the year when the mailings occur. Variations depend upon 
sufficiency of volume at. point of origin to make up direct sacks and 
load through cars. Also, costs are materially increased where inter- 
mediate rehandling of less-than-carload shipments is_ necessitated. 
Volumes available for shipment in a single car are reduced because 
different classes of nonpreferential mail for the same destinations are 
given different routings. 


PLAN FOR PREFERENTIAL MAIL SERVICE 


The plan for modernizing and improving preferential mail service 
throughout the Nation is based upon the following fundamental 
steps: 

L The continued implementation of metropolitan area plans in 
areas surrounding major cities throughout the Nation. (See pp. 196- 
199, House hearings on Treasury-Post Office Departments’ appropria- 
tions for 1960.) 

2. The establishment of 62 national postal service areas which to- 
gether would cover the Nation. Alaska and Hawaii each would con- 
— one area, the remaining 60 covering the continental United 

tates. 

3. Establishment of a national transportation center within each 
national postal service area. These centers will serve as concentra- 
tion points for mails originating in their respective areas, destined for 
other national areas, and for mails originated in other national areas 
destined for delivery through post offices in their respective areas. 

4. The interconnecting of the national postal transportation centers 
with a basic national transportation network. 

In most cases the only practical method of ‘interchanging pref- 
erential mail between national transportation centers so as to attain 
service objectives would be by air. 

5. The linking of each national transportation center with concen- 
trations and sectional centers, and individual postal units within its 
area, either directly or through such units as the concentration and 
sectional centers. This intra-area transportation network would be 
predominantly by highway service, although rail service would be 
used when schedules are available and some intermediate air service 
might be required in some areas to serve remote post offices and sec- 
tional centers. 

6. The integration of operating and transportation schedules so 
that the work of every postal unit is dovetailed with the transportation 
serving it, and all transportation is geared to interconnect with the 
basic national transportation services. 


PLAN FOR NONPREFERENTIAL MAIL SERVICE 


Nonpreferential mail should be handled economically and in ac- 
cordance with regular dependable schedules. 

The plan for modenizing nonpreferential mail service is founded 
upon the establishment of at least one.Central Distribution Unit, for 
each State, a primary surface transportation network to interconnect 
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them, feeder transportation networks to link each unit with all office 
in its service territory and integrated work schedules and timetables 
under which point-to-point movements would be accomplished. The 
same intra-area transportation network would be used for both prefer- 
ential and nonpreferential mail. 

The points at which proopsed central distribution «nits for non- 
preferential mail should be located will be determined by analysis of 
where most nonpreferential mail originates and is delivered, and of the 
national railway and highway networks. Locations will not always 
coincide with locations of National Transportation Centers which 
handle preferential mail. 


MAIL DISTRIBUTION 


Under the plan, mail would be processed first at the office of origin 
where local, intra-area, and national mail would be separated. The 
extent to which distribution of out-going mail can be completed at 
individual offices of origin and sectional centers would depend upon 
the volume of mail and demands of the time schedule. 

National Transportation Centers and central distribution units will 
have to be capable of separating outgoing mail to the other such 
national units as well as distributing completely all mail arriving 
for points within their respective areas. 

At National Transportation Centers and central distribution units 
it is planned ultimately that mail will be processed by mechanized 
equipment. 

Distribution en route would not be a basic requirement of the plan. 
Where required, in order to advance delivery, available mobile dis- 
tribution units would continue to be used. 


MAIL HANDLING FACILITIES 


The detailed operations and transportation planning required to 
implement the nationwide integrated postal service plan will make 
possible the specific determination of size, type and location of re- 
quired new facilities. It also should establish clearly the types and 
capacities of handling and processing equipment needed at various 
points, as well as the transportation and manpower requirements. 

_ Under the plan, the Department should be able to forecast with 
increasing accuracy its financial requirements for operations and cap- 
ital improvements. 


DEFINITION OF “PREFERENTIAL MAIL” 


Mr. Gary. What do you include in the term “preferential mail?” 

Mr. Barnes. That is first-class letter mail, special delivery, and 
so on. 

Mr. Gary. Airmail? 

Mr. Barnes. It would include airmail, of course. 

at Gary. It includes first-class mail and everything called special 
mail ? 

Mr. Barnes. Right. 

Mr. Gary. Mr. Moore, you may proceed. 
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STATEMENT OF ASSISTANT POSTMASTER GENERAL, BUREAU OF 
TRANSPORTATION 


Mr. Moore. Mr. Chairman, may I supplement the statement of Mr. 
Barnes concerning the nationwide integrated postal service plan 
(postal transportation study), in order to emphasize certain matters 
which are directly related to the Bureau of Transportation. 

The plan is a long-range program which will permit the Post Office 
Department to keep pace with the ever-changing transportation pat- 
tern, and at the same time improve mail service to the public. 

An important feature of the plan calls for development and schedul- 
ing of head-end trains. ; d 

These trains, often referred to as mail and express trains, are pri- 
marily for the transportation of mail and time value commodities. 
They would be operated between major transportation centers on 
schedules determined to best meet the requirements of the postal 
service. 

Such trains have benefits for both the Department and the carriers. 

In providing the needed service for the Post Office Department, 
the railroads stand to gain by being in a better position to maintain 
their mail revenues, and at the same time benefit from the future 
growth of such traffic. 

For some time the Department has actively promoted the develop- 
ment and use of this type of rail service. Railroad officials have been 
most receptive to the proposition and considerable progress made. 

Head-end trains for postal purposes solely are now being operated 
as follows: 

New York and Washington, six trains. 

Boston and Albany, six trains. 

Washington and Atlanta, two trains. 

At present, negotiations are being carried on with the railroads to 
establish head-end train service between New York and Chicago and 
between New York and St. Louis. A total of approximately 20 trains 
are involved in the planning for these two major routes. 

The routes upon which head-end trains are presently being operated, 
and those for which negotiations are now being conducted, form the 
basic foundation upon which is being planned a nationwide network 
of such trains to provide efficient and dependable mail service between 
major cities of the entire United States. 

That this is a realistic approach is shown in that railroads are al- 
ready operating many such trains on a profitable basis. A recent 
ont shows that, in addition to the head-end trains operated for 
postal purposes, the railroads are operating 33 trains with no pas- 
senger equipment except a crew car; and on 54 railway mail routes 
head end or head-end type trains, the latter with only token passenger 
equipment, are being operated. 

Although the schedules for the mail and express trains which the 
railroads are operating are not necessarily of maximum value for 
postal purposes, their existence proves that the operation of such trains 
is both practical and profitable for the railroads Geographically, 
the trains presently operated extend throughout the entire country, 
involving the major transcontinental routes. 
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Railroad representatives of most of these roads have evinced interest 
in establishing additional schedules to meet postal needs. Discussions 
with them on this subject are progressing as rapidly as our planning 
will allow. 

This planning, which is progressing in a systematic and orderly 
sequence, is coordinated with the Department’s overall plan for a 
nationwide integrated postal service. 


WIDER USE OF AIR TRANSPORTATION FOR FIRST CLASS MAIL 


The program contemplates a wider use of'air- transport for first-class 
mail between some major points where the next-day delivery of such 
mail cannot now be made because of distances to be traveled. 

This wider use of air transport becomes more and more meaningful 
in view of the Interstate Commerce Commission’s advice to railroads 
to reconstitute their passenger train operations into a less extensive 
network, and the discontinuance of passenger service during the 1959 
and those proposed for the first 6 months of 1960. 


DISCONTINUATION OF MAIN LINE MAIL-CARRYING TRAINS 


During 1959, 143 main line mail-carrying trains were discontinued : 
135 of these withdrawals were due solely to actions of the railroads. 

Projected figures for the first 6 months of 1960 indicate that ap- 
proximately 87 additional main line mail-carrying trains will be dis- 
continued. The discontinuance of mail trains makes it necessary to 
secure and utilize other modes of transportation in order to maintain 
and improve the service where the railroad refuses to provide alterna- 
tive truck or rail and truck service. 

Thirty years ago almost 10,000 mail trains were used daily for trans- 
pertens mail. Now, only about 2,000 trains can be so used each day. 
Moreover, today, less than one-third of the country’s post offices are 
in communities served directly by rail. 


NATIONAL TRANSPORTATION CENTERS 


The changing transportation pattern makes it necessary to consider 
the interconnecting of national transportation centers, by utilization 
of air transport for, at least, first-class mail. 

Analysis of mail volumes and flow indicates: that it would now be 
practicable to establish direct transportation between 21 of the 24 
key national transportation centers, and interconnect them with the 
other 41 proposed national transportation centers. 

Present air transportation services available between the 24 key 
points would provide only 20 percent of the flights needed under the 
plan to meet ideal service objectives. 

The establishment of 62 national transportation centers to serve 
designated national postal service areas will make it possible to pro- 
vide a basic transportation network to interconnect each of the centers 
with all others, and to expedite delivery of first-class mail. 

Establishment of these centers will also permit accumulation of 
loads of various types of traffic for a common destination, thereby 
making possible the scheduling of consolidated high-speed trains be- 
tween these points. 
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In order not to interfere with rapid rail movements, most small 
communities, even though located on main rail lines, would receive 
and dispatch both preferential and nonpreferential mail by motor 
vehicle feeder service to and from terminal points. 

The Post Office Department is interested in the most efficient uti- 
lization of transportation. Our policies are designed to provide the 
best and most economical service, not for the purpose of supporting 
directly or indirectly any particular carrier, or one type of transpor- 
tation over another. 

The full implementation of the long-range program outlined by the 
postal transportation study over the next 10 years will permit the 
Post Office Department to operate the postal service efficiently and 
economically and to plan a future program which will contribute to 
the continued healthy economic and physical growth of the Nation. 

And for the convenience of the committee, Mr. Chairman, I at- 
tached a listing of the proposed 62 national transportation centers, 
together with a designation of the 24 key national transportation 
centers. 

(The list follows :) 


PROPOSED NATIONAL TRANSPORTATION CENTERS (62) 


Albany, N.Y. Knoxville, Tenn. 
Albuquerque, N. Mex. Little Rock, Ark. 
Amarillo, Tex. *Los Angeles, Calif. 
Anchorage, Alaska Louisville, Ky. 
*Atlanta, Ga. he Tenn. 
Baltimore, Md. *Miami, Fla. 
Birmingham, Ala. Milwaukee, Wis. 


Boise, Idaho 
*Boston, Mass. 
Buffalo, N.Y. 
Charleston, W. Va. 
Cheyenne, Wyo. 
*Chicago, Ill. 
*Cincinnati, Ohio 
*Cleveland, Ohio 
Columbia, S.C. 
Columbus, Ohio 
*Dallas, Tex. 
*Denver, Colo. 
Des Moines, Iowa 
*Detroit, Mich. 
Bl Paso, Tex. 
Fargo, N. Dak. 
Great Falls, Mont. 
Greensboro, N.C. 
Hartford, Conn. 
Honolulu, Hawaii 
Houston, Tex. 
Indianapolis, Ind. 
*Jacksonville, Fla. 
*Kansas City, Mo. 


*Minneapolis, Minn. 
*Nashville, Tenn. 
*New Orleans, La. 
*New York, N.Y. 


*Oklahoma City, Okla. 


Omaha, Nebr. 
*Philadelphia, Pa. 
Phoenix, Ariz. 
*Pittsburgh, Pa. 
Portland, Maine 
*Portland, Oreg. 
Providence, R.I. 
Richmond, Va. 
*St. Louis, Mo. 


Salt Lake City, Utah 
*San Francisco, Calif. 


*Seattle, Wash. 
Sioux Falls, S. Dak. 
Spokane, Wash. 
Springfield, Mass. 
Syracuse, N.Y. 
Tampa, Fla. 

*Washington, D.C. 
Wichita, Kans. 


*24 key national transportation centers. 


AIR TRANSPORTATION FOR FIRST-CLASS MAIL 


Mr. Gary. To what extent does such plan contemplate the use of 
air transportation for the first-class mail ? 
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Mr. Moors. Mr. Chairman, that is entirely dependent upon the 
action of the Civil Aeronautics Board. Early, during the last session 
of Congress, the Postmaster General asked the Congress to enact 
legislation which would clarify his authority to move mail by air 
where surface transportation is inadequate or otherwise nonexistent. 

Mr. Gary. As I understand it, the present law permits him to do 
that for experimental purposes ? ee 

Mr. Moore. No,sir. I would like to explain the situation. 

The Senate Post Office and Civil Service Committee conducted 
extensive hearings on the proposed legislation because it was felt there 
was a little haziness, perhaps, 1n the present law. 

Mr. Gary. What does the present law provide? _ Leche , 

Mr. Moore. The Senate committee report on this legislation said, 
in essence, that the Post Oflice Department does not need any legis- 
lation because it already has clear-cut authority in the law today to 
transport any class of mail by air. : 

If the chairman wishes, I will be happy to read to him excerpts 
from the committee’s report, in which it stated that the Post Office 
Department does not need to come to the Congress for any legislation. 
It is as follows: 

The committee appreciates the necessity for the Postmaster General to de- 
velop an integrated postal transportation system, adapted to the present and 
future needs of the Post Office Department, and also appreciates that because 
of the present trend of significant reduction of passenger train services by the 
railroads, such a system will probably require greater use of aircraft, trucks, 
and highway post offices to provide expeditious and efficient transportation of 
mail. 

The committee commends the Postmaster General for his intention, expressed 
repeatedly throughout the hearings on this legislation, to use alternative means 
of transportation, including aircraft only when the means formerly used proved 
inadequate to the present needs of the postal system. 

The committee also commends the Postmaster General for proposing the bill 
S. 2402 in a form sufficiently comprehensive to insure an adequate review of 
the need for greater use of air transportation, and of the problems which may 
attend such use. 

However, the committee has concluded, after careful study, (1) that the 
Postmaster General already has general authority to transport all classes of 
mail by air to the extent required by the postal service, at rates fixed by the 
Civil Aeronautics Board, and that it is neither necessary nor desirable to at- 
tempt to restate that present authority in another statute; and (2) that he 
does not have adequate authority to contract for air transportation at rates other 
than those fixed by the Civil Aeronautics Board, in order to meet the special 
needs of the postal service, and that such authority should be provided by the 
Congress. 

Mr. Gary. Is that Senate bill to which you referred a companion 
bill to H.R. 9488? 

Mr. Moore. No, sir. Mr. Cunningham introduced a bill day before 
yesterday which would, in effect, prohibit completely the movement 
of any mail by air except on the payment of airmail rates. I think 
that is the bill to which you referred. 

Mr. Murray introduced in the House a companion bill to S. 2402. 

Now, I would like to complete the sequence of events which occurred. 
Following release of the Senate committee report, the CAB then issued 
a “Show Cause Order” for the establishment of rates for the move- 
ment of all classes of mail throughout the Nation at a rate equal to 
one-half of the airmail rate on a space-available basis. This matter 
is now under consideration by the Board, and I believe that brings us 
up to date. 
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Mr. Gary. What doubt is there about the authority of the Post- 
master General under the present law ? 

Mr. Moore. We have no doubt about it, Mr. Chairman; we have 
- doubt about the authority of the Postmaster General, and never 
nave. 

Mr. Gary. Wasn't there a decision several years ago ? 

Mr. Moore. Yes, sir. 

Mr. Gary. What happened ? 

Mr. Moore. The Postmaster General established certain segments 
for flying first-class mail on a space-available basis on the eastern sea- 
board, the west coast, and over some feeder-line schedules at a lower 
transportation rate than for airmail. 

The Santa Fe and other railroads sought an injunction in the courts. 
The circuit court of appeals affirmed the Postmaster General's right, 
authority, and perogative to move such mail by air. 

The word “experimental” was a word which was used by the Post 
Office Department in the early stages, because it was experimental. 

Then, on the basis of what has occurred in the past 5 or 6 years, 
the Postmaster General went. to the Congress seeking a clarification 
of the law, in the event there was any doubt by Members of Congress 
or others. 

Mr. Gary. The court did rule in that case that he had the right to 
do it on an experimental basis ? 

Mr. Moore. The court used the word “experimental” and the De- 
partment used the word “experimental.” 

Mr. Gary. That is the element of doubt you are now trying to 
clarify in the legislation that is now before the Congress ? 

Mr. Moore. We attempted to, and the Senate told us that the law 
was sufficiently clear. 


COST OF AIR TRANSPORTATION OF FIRST-CLASS MAIL 


Mr. Gary. What effect is the use of air transportation for first-class 
mail going to have on the cost of transporting the mail ? 

Mr. Moore. Mr. Chairman, our survey and our studies of the present 
airlift indicate that we can move first-class mail by air at no addi- 
tional cost if the rates proposed by the CAB are established. 


EFFECT OF AIR TRANSPORTATION ON SALE OF AIRMAIL STAMPS 


Mr. Gary. What effect will the transportation of first-class mail by 
air have on the sale of airmail stamps? 

Mr. Moore. The fact is that despite the present use of airlift mail, 
the volume of airmail is constantly increasing. It is our opinion that 
by reason of the preferential treatment which is given airmail, not 
only in transportation but in the postal installations and postal facil- 
ities, that airmail will remain the most expeditious and most desirable 
service performed by the Department. We do not propose, either to 
the Congress, or administratively, to move first-class mail with the 
same priority in transportation prescribed for airmail. We intend 
to move first-class mail only on a space-available basis. 
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PROPORTION OF FIRST-CLASS MAIL SENT BY AIRSPACE-AVAILABLE BASIS 


Mr. Gary. What proportion of first-class mail would be transported 
by air on a space-available basis ¢ 

Mr. Moore. That matter, of course, is under study, and it depends to 
a large extent upon what action the CAB takes. The Civil Aero- 
nautics Board wrote to us and asked “In the interim before we make 
a final decision on an overall nationwide rate, do you have any 
particular segments for which you would like to have rates estab- 
lished”? We did, and we submitted a list of selected segments. 

Mr. Chairman, on these segments we estimate we can move about 
15,000 tons of first-class mail a year. This would be in addition to 
the 25,000 tons of first-class mail which is now moving by air on a 
space-available basis. 

Mr. Gary. That would be about 40,000 tons? 

Mr. Moorr. Yes. 

Mr. Gary. How does it compare with the total of first-class mail ? 

Mr. Moors. Oh, this is only a very small fraction of It. More than 
150,000 tons of first-class em a over 300 miles. 

So, out of this potential of 150,000 tons of first-class mail, we pro- 
pose to move a total of 40,000; 25,000 as at present, and an additional 
15,000 on these segments. 

Mr. Gary. Then if you did not put an airmail stamp on a letter, your 
chances are about 4 to 1 that it would go by surface transportation ? 

Mr. Moore. You could say it that way. You could say it another 
way: If you do not put an airmail stamp on a letter, you have no 
guarantee at all it is going by air, not even 4 to 1. 

Mr. Gary. That is true; but the chances are about one out of four 
that it will go by air? 

Mr. Moore. You could say that, but I do want to emphasize the 
preferential treatment and the special handling which is given airmail 
as compared with first-class mail. 

Mr. Gray. Do you think the advantages are enough to justify the 
increase in rate ? 

Mr. Moore. Mr. Chairman, what we have tried to say here in con- 
nection with this report is that transportation in the United States 
is in astate of constant flux. I mentioned the removal of mail-carrying 
passenger trains and the prospects for additional removals. I think 
for the benefit of those who follow us, we must make plans to meet 
this problem of providing improved or substitute means of transporta- 
tion with a long-range program. 

Mr. Gary. Mr. Pillion, have you any questions on this joint report? 


PURPOSE OF INTEGRATED POSTAL SERVICE PLAN 


Mr. Puuton. Yes. I am a little bit lost about this matter. Is this 
report intended as a basis for a complete overhaul of the transportation 
system for the Post Office? 

Mr. Haun. That is what is happening to the national transportation 
patterns in this country, so that we have to adjust our plans for the 
future in accordance with the transportation that we are going to have 
to live with. 

We have not made any comparable adjustment in our overall think- 
ing with respect to the performance of mail service in recent years. 
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We need at this time to make such an adjustment, so that in constructing 
any building for today it will be good for the next 20 years. We need 
to construct those buildings with the thought in mind of how we are 
going to be hauling mail 10 years from now. This is an important 
thing for the long-range planning. It does not visualize any imme- 
diate action on the part of the Post Office Department, to disrupt the 
existing transportation pattern. 

Mr. Pri0Nn. This is a framework for the transportation problems 
of 5,10, or 15 years from now? Is that what you are driving at? 

Mr. Haun. That is true. 

Mr. Gary. Will the gentleman yield? 

Mr. Priuion. Yes. 

Mr. Gary. May I say it was testified the other day, and I think it 
will be well to repeat this here, that there is no money in the present 
budget for the implementation of any part of this plan. 

Mr. Moore. That is correct. 

Mr. Gary. The Post Office Department conducted this study and 
the plan was sent to each member of this committee. I felt it would 
be informative to this committee to have the Post Office Department 
outline the reasons for and the results of this study. This joint state- 
ment by Mr. Barnes and Mr. Moore is in compliance with my request 
that they outline to the committee just what the purposes and the 
results of the study are. 





“TTEAD-END” TRAIN 


Mr. Prion. May I ask this: What is a “head-end” train ? 

Mr. Moore. A “head-end” train is a train which is devoted almost 
exclusively, and in some cases there may be an exception or two, but 
exclusively to mail, express, and commodities that have time value. 
The railroads feel that if they can accumulate enough cars with sufli- 
cient mail and express volume to make up a train, then it is profitable. 
We are trying to take advantage of that. 

Mr. Pixxion. I understand. 


NATIONAL AND KEY TRANSPORTATION CENTERS 


Now, I see you propose something like 62 national transportation 
centers and 24 key transportation centers. What is the difference 
between a key transportation center and an ordinary transportation 
center, and why? 

Mr. Haun. The 24 key transportation centers are included in the 
62. They are simply designated as key centers because they now have 
a transportation pattern which more nearly fits the requirements of 
this plan, so that in the implementation of the plan we would con- 
centrate on service between tase 24 centers, and then connecting them 
up with the other 36 centers. 

Mr. Hann. Two of these, one each, are in Hawaii and Alaska, so 
with respect to the continental United States, we are dealing really 
with 60 centers. Twenty-four of them we can fairly well interconnect 
with the present services and the other 36 we would connect through 
these 24. 

Mr. Prion. What other physical makeup is there going to be 
either of a regular key transportation center or this other transporta- 
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tion center? What is the physical makeup? Is it going to be a large 
building at a railway site or at a throughway or near a taponghiway | 
Are you going to get the advantages of an airport? What is the 
hw wg setup of the transportation center? How is it going to 
work ? 

Mr. Haun. It will be a principal mail processing plant for an area. 
It will be the point at which all mail arriving from post offices with- 
in the area would be received in the national transportation pattern. 

At the national transportation center the mail would be distributed 
to the individual post offices located in its national postal service area. 

Mr. Pixon. Is that not what you are doing now, for instance, at 
Buffalo? Is not Buffalo a sort of transportation center? The mail 
comes in and you distribute it for the various areas within the State, 
outside the State, et cetera? 

Mr. Barnes. That is exactly right. It ties in our present metro- 
politan area concentration centers, of which Buffalo is one. 

Mr. Prtuion. Yes. 

Mr. Haun. Mr. Pillion, I think I should say that in some cases our 
existing major post office facilities possibly will suffice for some time 
for this purpose, but in some cases they are not adequate and are in- 
cluded in our modernization program. 


IMPLEMENTATION OF PLAN 


Mr. Pituion. I see. What is your visualization of the implementa- 
tion of this study. In other words, what is the scheme for going ahead 
with it? I mean, as you visualize it now? I understand it is not an 
immediate situation ? 

Mr. Barnes. The first thing, Congressman, we are going to com- 
plete activation of the metropolitan areas which we hope to do by the 
end of June of this year. 

From there we will tie in these centers, like Buffalo, with Chicago, 
with St. Louis, and soon. We are doing that now. 

Of course, as Mr. Hahn said, when we build a new building, we 
want to be sure that we know what is going into that area, so we will 
have the building at the right place and of the right size, and so on. 
It does not mean we are going to have a lot of additional buildings, 
- simply means we will get the right kind of building at the right 
place. 

Mr. Pitxton. It does not mean you are going to go right ahead and 
build the centers immediately ? 

Mr. Barnes. No, sir; but it is a guide to work by, beginning now. 

Mr. Gary. Mr. Steed, have you any questions on this? 

Mr. Steep. Yes, Mr. Chairman. 


NONPREFFRENTIAL MAIL 


Mr. Barnes, this plan deals primarily with preferential mail, and 
yet a lot of your volume, in tons at least, is in the category of 
nonpreferential mail. 

I have been reading quite a bit lately about projections of the future 
development of air freight. I had some correspondence recently 
from groups that are interested in the speed-up of the movement of 
nonpreferential mail over long distances. 
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Some reference was made to the fact that with this loss of existent 
train service, the substitution of truck services, and so forth, in some 
cases was slowing up parcel post and items like that to the point 
where it was amounting to something like being back in the old Wells 
Fargo Overland Express days, which may or may not be true, but 
it was used to illustrate the point that these changes are not speeding 
up the long range movement of nonpreferential types of mail. 


STAR ROUTES FOR AIR TRANSPORTATION 


Have you given any thought or study to an idea, the best I can 
describe it, to an idea that would be something like a star route by air, 
where you would have air freight contracts specifically to move all 
types of mail long distances? 

Mr. Moorr. Congressman, the law provides that we cannot contract 
for an air star route between points which are certificated to scheduled 
airlines by the Civil Aeronautics Board. This in effect would elim- 
inate us from any consideration of a long-range program such as you 
had in mind. We do have a few air star routes in Alaska, and one 
between Catalina and Los Angeles. 

Mr. Sreep. Well, it seems to me the certificated airlines may be 
making somewhat of the same mistake that the railroads made when 
they ignored the advent of the trucks, and the impact it made on their 
business. If they are already flying a scheduled route and can only 
provide you with space on a passenger type carrying plane with all 
the air freight advantages that would accrue to it, it seems to me that 
even if it had to be with a certificated airline, that additional facilities 
could be made available. Then there are probably going to be some 
of these areas where, because of the lack of a community of interests 
you would have to have some special contract, not just because it is in 
Alaska, but in other areas, so that in your integration here you could 
have continuity all over the Nation. 

Mr. Moore. Your analysis is quite good. 

Mr. Sreep. I believe that air freight is on its way and that cogni- 
zance will have to be taken of it, and I think that the users of non- 
preferential mails are not going to be long content to have these in- 
terminable delays that this changing situation is imposing on them. 
It seems to me in the metro system in particular, and for many other 


reasons. the star route service idea is doing such a fine job that you are- 


just going to have to come to that sort of an idea by air, sooner or later. 

I have some figures that I obtained from some experts dealing in 
another field, showing that even with the old DC-3, that they can 
operate and are operating at about a 50-cent-a-ton-mile cost, and that 
many of the modern-type planes bring those costs down to as low as 
22 cents a ton-mile, which I am told is highly competitive with other 
costs when you take into consideration the time factor and the shorter 
miles and that sort of thing. So it seems to me that unless you are 
permitted to explore that, and develop that, you are going to be denied 


one of the most effective ways to modernize, and that this whole thing 


is going to be stymied if it is not all inclusive. 
Mr. Moore. We certainly welcome your support along these lines. 
Mr. Streep. I have no desire to pick a quarrel with the trucklines, 
the railroads, or anybody else, but when you have this problem that 
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you are dealing with I think it is wrong to proscribe you from having 
the use of any modern facility that might be available. 

I do not know a better way to put it than the star route by air. 

= Moorg. I have explained the limitations with which we are 
faced. 

Mr. Sreep. And I think those limitations should be modified or 
removed. 

That is all, Mr. Chairman. 

Mr. Gary. Mr. Alexander. 


SPEED OF DELIVERY BETWEEN TRANSPORTATION CENTERS 


Mr. Atexanper. Mr. Barnes, in your analysis of the present mail 
service you mentioned the 24 major cities in which you had experi- 
mented, and gave an analysis that only 3349 percent of the mail trav- 
eling between those points could be guaranteed to be delivered on the 
first day after posting at 5 p.m. ? 

Mr. Barnes. Yes. 

Mr. Avexanper. Are those the same 24 major cities as you have in 
this chart? 

Mr. Barnes. Yes; the same as listed on that attachment. 

Mr. ALExanpveER. The proposed national transportation centers? 

Mr. Barnes. Yes, sir. 


FIRST-CLASS MAIL SHIPPED BY AIR ON A SPACE-AVAILABLE BASIS 


Mr. Atexanprer. Now, in your program in which you are sending 
first-class mail by air on a space-available basis, is that just going with 
passenger planes that happen to be going to that particular center, or 
do you have certain cargo planes that go on scheduled flights, to carry 
the mails? 

Mr. Barnes. Do you mean what we are proposing ? 

Mr. ALexanper. No, what you are doing now. Just describe in 
detail how your regular mail is being delivered by air, under your 
present system. 

Mr. Barnes. Mr. Hahn can give you that information. 

Mr. Haun. Under our present system of moving first-class mail by 
air on a space-available basis, we turn mail over to the airlines without 
designating the flight upon which the mail is to be moved. The car- 
rier then has the option of moving it on any flight to the point of 
destination, upon which he has available space, either a passenger-type 
aircraft or a cargo-type aircraft. There is a restriction, though—if 
he does not dispose of it within a given length of time, he must notify 
the postal installation at the point of departure so that other arrange- 
ments can be made for its movement; but the carrier has complete 
latitude to put it on any plane on which he has available space within 
the prescribed time. 


INCREASE IN DELIVERY ENVISIONED IN PROPOSED NATIONAL 
TRANSPORTATION CENTERS 


Mr. Atexanver. Now, will you describe the differences in your pro- 
posed setup, specifically as to this type of situation, which I believe 
Mr. Barnes had said if you made this change, and if you went into 
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the proposed national transportation centers, that you, instead of the 
3.3 percent of the mail being delivered the first day, would deliver 
approximately 50 percent of it. Describe how that would work. 

_ Mr. Haun. Congressman, the 3.3 percent is, of course, the mail that 
is moving now by surface means. The keyword in that explanation 
was the “guaranteed” delivery the next day. The other part of the 
explanation was based on the actual mailing tests. We actually do 
better than we are able to guarantee the public we will do in every case. 

This is because certain mails are collected after 5 o’clock from the 
close-in collection boxes, and this would be dispatched on earlier dis- 
patches, but if we say to the people in a city that “If you will deposit 
your mail by 5 o’clock we will guarantee its delivery”—which is the 
procedure we have been following with respect to our metropolitan 
area plan—then we must take account of the most remote collection 
box in the city, and the relationship of our being able to get mail from 
that box in, processed, and out on available transportation. 

So, what we are actually doing is better than we can guarantee that 
we will do in every case percentagewise. 

Mr. Avexanver. Describe the changes that you make in the han- 
dling of this particular type mail under your proposed plan? 

Mr. Haun. We would Landis it precisely the same way that we do 
now. 

Mr. AvexanpeEr. I do not get the distinction. 

Mr. Barnes. You mean between the three percentages? On the 
3.3 percent we gave, this is by the present surface mail. Now, if 
we had the use of airspace that is now available, it would increase it 
to that extent. 

Mr. Avexanner. Is it your intention to request and get more and 
more airmail ? 

Mr. Barnes. Yes; on a space-available basis. 

Mr. ALExANDER. Well, whether it is space available or not, are you 
going to dicker with the airlines to get more planes available, to 
carry the mail ? 

r. Hann. Congressman, actually more planes are becoming avail- 
able all the time. The reason only 3.3 percent of that mail can now 
be guaranteed delivery is because we do not have authority to fly that 
mail at this time. That mail is now traveling by surface means. 

On these points, while they include some of the points between which 
we now have airlifts, preponderantly we do not have airlifts between 
these 24 points. 

Mr. Avexanper. Under your proposed plan, though, you have en- 
visioned that you will have airlifts between all of them; have you not? 

Mr. Haun. The purpose of that comparison was to show the ad- 
vantages that would be available to the users of the mail service if we 
now had the authority to transport all first-class mail by air. 

Mr. Barnes. And as time went on, that percentage would increase 
by virtue of the fact there would be more air service than there is 
now. 

Mr. Gary. When you say “all first-class mail” you mean “any first- 
class mail,” do you not? Because you do not contemplate transport- 
ing all first-class mail by air? 
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Mr. Barnes. That is right. 


COST OF AIR TRANSPORTATION PLAN 


Mr. ALExANDER. Do you envision that if this plan goes into effect, 
and you began to use more and more air transporation, that it would 
cost more to operate under that plan than it does at present ? 

Mr. Barnes. No, sir. 

Mr. ALexanper. Even if you transported practically all first-class 
mail by air? 

Mr. Barnes. All that is necessary to transport. We have nothing 
in this budget for any additional costs. 


EXPENDITURE FOR PHYSICAL PLANTS IN TRANSPORTATION CENTERS 


Mr. AtEexanper. Do you envision spending large sums of money on 
physical plants in these centers ? 

Mr. Barnes. No, sir. As explained a few minutes ago, we simply 
have the guidelines to get the right building at the right place. We 
are going to have to build the buildings anyway. This will help us 
get them in the right place for the future. It would come under the 
regular modernization program. 

Mr. Haun. Congressman, I might give you some clarification on 
that point. 

GATEWAY PROJECT 


We have just been planning the gateway project at Oakland, Calif. 
This transportation study has been very helpful to us in the advance 
planning of that structure, because we foresee now that we will not 
have a major first-class mail operation in the Oakland facility, under 
this plan. 

We would expect that our major first-class facility in the San Fran- 
cisco area would be nearer to the San Francisco Airport than this Oak- 
land facility, which is at the terminus of the transcontinental rail lines. 
So this has been very helpful to us in planning the concept of a 
major facility at Oakland. I think that is a great advantage. We 
are not going to spend any more money for facilities, I think, but 
we are probably going to spend it more wisely, by virtue of having 
this long-range plan before us. 

Mr. Moore. In the future we might spend less by virtue of the ex- 
istence of a blueprint which would indicate where facilities and the 
type of facility should be located. 


PERCENTAGE OF FIRST-CLASS MAIL TO BE CARRIED BY AIR 


Mr. ALExaNnpER. What percentage of first-class mail do you en- 
vision, you will be carrying by air after this plan is in full operation ? 

Mr. Moore. I do not think the wisest person could give you an 
estimate on that, Mr. Alexander, because this plan envisions a period 
of years, 10 or more years, to put it into full effect. I cannot tell. 
It has some relation to Mr. Steed’s question. I do not know to what 
extent the ton-mile rate for cargo carriers will get to the point where 
they are competitive. I just do not know about all the variables that 
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exist. We do not know the attitude of the CAB, for example, on 
this matter. 

The only indication we have of the attitude of Congress is the 
Senate committee report which I read. 

So, that isa very difficult question to answer. 


DIFFICULTIES IN ESTABLISHING AIR TRANSPORTATION 


Mr. Atexanper. What are your main bottlenecks to putting this 
into full operation as you would like to do it? 

Mr. Moore. The need for a decision by the Civil Aeronautics Board 
to provide us with ton-mile rates where it would be economically 
feasible for us to airlift the thousands of additional tons of first class 
mail a year. 

That is only a small step as we look at the future. 

Mr. Atexanper. In your request to them you were not limited to 
15,000 tons, were you ? 

Mr. Moort. No. What I tried to say was that the Board said 
“Pending a determination of a rate for first. class mail or all classes 
of mail for the country as a whole, what segments do you feel that you 
could implement now ?” 

So we furnished a list, since amended, which I will furnish for the 
record—a list of segments, some 20 segments, which would provide 
or generate 15,000 tons of volume. 

(The list referred to follows :) 


1. Between Los Angeles and San Francisco and Portland and Seattle on the 
one hand and Honolulu on the other. 

2. Between Seattle on the one hand and Ketchikan, Juneau, Cordova, Yakutat, 
Kodiak, Anchorage and Fairbanks on the other. 

3. Between New York, Washington/Baltimore and Miami on the one hand 
and San Juan on the other. 

4. Between New York/Newark and San Francisco/Oakland. 

5. Between New York and Philadelphia and Pittsburgh on the one hand and 
Sc. Louis and Kansas City on the other. 

6. Between Boston and Cleveland and Chicago. 

7. Between New York/Newark and Philadelphia on the one hand and Dallas/ 
Fort Worth and Houston on the other. 

8. Between Chicago and Minneapolis/St. Paul. 

9a. Between Chicago and Denver and Salt Lake City. 

9b. Between Omaha and Denver and Salt Lake City. 

10. Between Houston and Dallas/Fort Worth on the one hand, and Chicago 
on the other. 

11. Between Houston and Dallas/Fort Worth on the one hand, and Phoenix 
and Los Angeles on the other. 

12. Between Washington and Baltimore on the one hand and Milwaukee on 
the other. 

13. Between New York/Newark and Milwaukee. 

14. Between Detroit and Cleveland and Pittsburgh on the one hand, and 
Jacksonville and Tampa/St. Petersburg and Miami on the other. 

15. Between New York and Philadelphia and Washington on the one hand and 
Atlanta on the other. 

16. Between Atlanta and Tampa/St. Petersburg. 

17a. Between Washington and Pittsburgh and Detroit. 

17b. Between Baltimore and Pittsburgh and Detroit. 

18. Between Philadelphia and Pittsburgh. 


Mr. Avexanper. That is all. 
Mr. Gary. Thank you very much, Mr. Barnes. 
Mr. Barnes. Thank you so much, Mr. Chairman. 
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Mr. Chairman, this is quite a late hour to do this, but I want to 
apologize and would like to introduce Mr, Maples, who is the First 
Deputy Assistant Postmaster General of Operations, and of course, 
you know Mr. Hahn, and Mr. Del Grosso, who is also a Deputy As- 
sistant Postmaster General in the Bureau of Operations. 

Mr. Gary. We are pleased to have had you gentlemen with us. 


Thank you. 
TRANSPORTATION 


WITNESSES 


GEORGE M. MOORE, ASSISTANT POSTMASTER GENERAL 

RALPH W. WHEELER, DEPUTY ASSISTANT POSTMASTER GENERAL 

EMIL J. STEPPER, CONTROL OFFICER 

RALPH J. ALEXANDER, DIRECTOR, TRANSPORTATION DEVELOP- 
MENT AND RESEARCH 

GREEVER P. ALLAN, DIRECTOR, INTERNATIONAL SERVICE 

JOHN E. PAINTER, DIRECTOR, DOMESTIC MAIL TRANSPORTATION 

WILLIS B. HENDERSON, DIRECTOR, AIR TRANSPORTATION 

EDMOND L. WILLIAMS, DIRECTOR, HIGHWAY TRANSPORTATION 


Program and financing 





1959 actual | 1960 estimate | 1961 estimate 





Program by activities: 
































F,) POROE SERIE CANINE ooo oo cinnnccnncnccnncdedsnentusdnce $14, 134,149 | $16, 299, 000 $16, 918, 000 
2. Highway transportation. 87, 309, 756 3, 409, 000 100, 300, 000 
3. Rail transportation....... --| 334, 798,902 | 344, 229, 000 348, 727, 000 
Ce I nnnccnscnscesctaebieeeenanenwiensit 63, 111, 885 68, 554, 000 75, 649, 000 
5. Terminal and transportation charges by foreign coun- 
is oa Gack dnb a inadiaenc deinen annacasasUaunesvawueuan 7, 933, 940 8, 509, 000 8, 806, 000 
Total obligations ‘s«Mibinmtitwir srl 507, 288, 632 | 531, 000, 000 550, 400, 000 
Financing: 
Unobligated balance no longer available--..........-.---- SO TOD foie ndccnzcases = 
Appropriation (@Ajusted). < ccscccccccwtsceneccdccesess 510, 890,000 | 531, 000, 000 550, 400, 000 
Appropriation (adjusted): 
INN os ordiods oc stan sctivcnecet saneesnceeaenien cabaand $512, 500, 000 | $531, 000,000 | $550, 400, 000 
Transferred (72 Stat. 65) to— 
TEENIE conde ichiedesodebndnddainusbddesthbenbes EN SES See 
EINE ovo oddcenddnetnntaacdiaddbeanaerson mented PPE cies stmisovelahenanenamiun 





Object classification 





1959 actual | 1960 estimate | 1961 estimate 








@ Teanmortation of things..........2<siccccncscceseeccaccccns $507, 287, 570 | $531, 000,000 | $550, 400, 000 
13 Refunds, awards, and indemnities...........-------.--.-- Rf ARR Re, ASE AC 58 ie 
RE CN vest canecnodsncucsasestieessnaies 507, 288, 632 | 531, 000, 000 550, 400, 000 














Mr. Gary. We will now consider the request on the transportation 
appropriation. 
INCREASE REQUESTED FOR 1961 


The regular appropriation for transportation for 1960 was $524 
million. In addition, $7 million was appropriated in the Supple- 
mental Appropriations Act in 1960, Public Law 86-213. 

The estimate for 1961 is $550,400,000, which is an increase of 
$19,400,000 over the regular 1960 appropriations. 
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We have before us the Assistant Postmaster General, George M. 
Moore, who has just taken over these duties in charge of the Bureau 
of Transportation. 

I think Mr. Moore, although he is new in this particular assignment, 
has been in the postal service for many years, and he is well known to 
all of the members of the committee. We are very glad, indeed, Mr. 
Moore, to have you before the committee, and we shall be pleased to 
hear your statement at this time. 

Mr. Moore. Thank you, Mr. Chairman. 

May I introduce Mr. Ralph Wheeler, Deputy Assistant Postmaster 
General for the Bureau of Transportation, who has had 23 years of 
service in the Post Office Department and has most recently come 
from the regional office in San Francisco, Calif. 

Mr. Gary. We are very glad to welcome you, Mr. Wheeler. 


STATEMENT OF AssISTANT PosTMASTER GENERAL Moore 


Mr. Moore. Mr. Chairman and members of the committee: 

Before discussing the specific appropriation which we are requesting 
for the transportation of mail during fiscal year 1961, may I take a 
few moments to outline some of our current postal transportation 
problems and activities. 

Much has been said in past appearances with regard to the changing 
character of our national transportation system and the patterns of 
traffic movement. To avoid repetition I will merely say that these 
conditions persist and continue to have an impact upon our operations. 


DISCONTINUANCE OF MAIL-CARRYING PASSENGER TRAINS 


Last year, after 3 years of investigating the passenger train deficit, 
the Interstate Commerce Commission advised the railroads to recon- 
stitute their passenger train operations into a less extensive network. 
Thus, the trend toward further discontinuance of such schedules is 
affirmed, with further impact upon mail service likely. For ex- 
ample, it has been indicated that within the next 6 months, 87 mail- 
— passenger trains will be discontinued by action of the rail- 
roads. 

Meanwhile, commercial highway and air transportation continue 
to grow at a rapid pace, reaching more and more of our communities, 
supplementing as well as competing with railroad operations. 

rom day to day we have been required to adjust our operations to 
meet these changes. In many instances these adjustments, as meas- 
ures of expediency, fell short of requirements for an efficient mail 
transportation system. 

Adding to our difficulties is the rapidly increasing volume of inter- 
city mail, a natural outgrowth of an expanding population and 
economy. 

METROPOLITAN AREA SYSTEM 


You have been informed of the successful achievements in radically 
changing the concept of operations within 60 of our largest metro- 
politan areas which serve 129 million of our people. Substantial 
service improvements resulted, with more to come, as it makes its 
transition out of the initial shakedown period. 
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While this metropolitan area system of operations has substantially 
improved mail handling and transportation within each of the 60 
areas involved, there remains the important problem of intercon- 
necting these areas to provide overnight service where possible for 
first-class mail and a service for nonpreferential bulk mail upon which 
mailers and addressees can always depend for consistent regular 
deliveries. 

The attainment of such standards of service in the long-haul opera- 
tions connecting these areas requires a number of changes in the 
following aspects of our operations. 


“HEAD-END”’ TRAINS 


(1) Distribution and transportation patterns must be revised and 
coordinated with the development of the required terminal and other 
postal facilities. The improved transportation within individual 
metropolitan areas must now be extended into the long-haul move- 
ments to insure an equally high standard of service. 

(2) To accomplish this, use of so-called “head-end” trains, in which 
mail, express, and fast freight will be the principal or sole traffic, is 
being revised and expanded. In the past year, for example, six daily 
exclusive mail and express trains were established between Washing- 
ton and New York on schedules timed, not only to speed delivery 
between these cities but to all intermediate points as well. 


IMPROVED HIGHWAY SERVICE 


(3) Patterns of highway service are being revised and new services 
established to supplement existing rail trunkline operations, and as 
the principal service in many areas where it is the most efficient 
means. 

WIDER USE OF AIR TRANSPORTATION 


(4) Perhaps most important insofar as first-class mail is concerned, 
plans are being made for greater use of air transportation to maintain 
a standard of service appropriate for that class of mail. 

Prior to expanding air transportation of first-class mail, the Depart- 
ment proposed legislation last year which would clarify its authority 
in this respect, and enable it to contract directly with air carriers. 
After hearings on the bill, the Senate Post Office and Civil Service 
Committee issued a report in which it commended the Department’s 
program, but concluded that clarifying legislation was unnecessary 
since ample authority already existed under present laws. As to 
contracts with air carriers, the committee reported a bill which would 
enable the Postmaster General to arrange for air transportation of 
mail, other than airmail, and air parcel post by contract as well as at 
rates established by the Civil Aeronautics Board. 

Following this report, the Civil Aeronautics Board instituted mail 
rate proceedings in which it proposes the establishment of special 
rates for mail, other than air mail and air parcel post, at a level 50 
percent _— the airmail rate, which I might say is about 19 cents 
a ton-mile. 





264 


This rate would enable the Department to make regular daily use 
of air dispatches for first-class mail on a space-available basis, and 
improve service at an overall cost no greater than the cost of surface 
transportation. 

Pending conclusion of this rate case, the Civil Aeronautics Board, 
in the absence of objections, from the air carriers, established the 50- 

ercent rate for the month of December 1959. The Christmas air- 
ift made possible the delivery of about 40 million Christmas cards 
and letters which, under normal circumstances, would not have been 
delivered until after Christmas. 


INCREASE REQUESTED FOR 1961 


With respect to our appropriations for fiscal year 1961, we are re- 
questing a total of $550,400,000. This is an increase of $19,400,000 
over the 1960 appropriations. 

While our overall postal budget is projected on the basis of a mail 
volume increase of 5.2 percent, the increase requested in appropria- 
tions for the Bureau of Transportation is 3.65 percent. We hope to 
absorb some of the expense of the greater volume through more efli- 
cient handling and movement of the mail. 

The distribution of this increase by activity is shown on page 30.2 
of the justification, which, Mr. Chairman, I request be inserted in the 
record. Expenditures estimated for 1960 and 1961 are set forth 
therein for air, rail, highway, and water transportation and for the 
terminal and transportation charges made by the foreign countries 
in the handling of our international mail. 

You will note that the percentage of increase projected for each 
activity varies. For example, in the case of rail transportation we 
projected an increase of 1.31 percent, while for highway transporta- 
tion the increase is 7.38 percent. The reason for this difference lies 
in the fact that the present trend is toward greater use of highway 
transportation to replace some of the lost passenger train service. 
The increase projected for domestic air transportation amounts to 
11.20 percent, und reflects the relatively greater increase in weight of 
domestic airmail which has more than offset the decrease in number 
of pieces of such mail. 

As has already been stated, our 1960 mail volume is running ahead 
of the estimates upon which the congressional ap ropriations were 
based, and supplemental funds will be sought. These changes will 
affect the 1960 column of our present budget estimate. While they 
do not affect our 1961 estimate, as such, they will serve to reduce 
the amounts of the increases shown for 1961, and we hope the com- 
mittee will bear it in mind in considering our appropriation requests. 
I shall be pleased to discuss any item about which your committee 
may inquire. 

Since much of the detailed analysis for each of the several accounts 
appears in the written justification, Mr. Chairman, I would like to 
ask at this point that the following justifications be inserted in the 
record. 

JUSTIFICATION MATERIAL 


(The pages referred to follow :) 
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Water transportation, increase $619,000 


Powerboat.—This service is established by the Post Office Department to pro- 
vide for the transportation of mail between post offices or other designated points 
in steamboats, or other powerboats where land transportation is not practicable. 
It is operated under formal contracts, awarded after competitive bidding or 
renewal of present contracts. 

Foreign mail transportation.—This service provides for the carriage of mail 
by oceangoing vessels, both U.S. and foreign-flag carriers, to foreign countries. 

Powerboat service, increase $315,000.—Annual rate contract service will cost 
an additional $12,000 in 1961. This increase, based upon past experience, will 
result from readjustments and service changes effected during 1960 and 1961. 
A minor increase of $500 in trip rate service is also estimated. During 1959, 
the Detroit River service contract was adjusted upward in the amount of $7,700 
on an annual basis. No additional increase is anticipated for this service. 

The bulk of the increased cost is attributable to additional pound rate service 
for transportation of mail to Alaska and Hawaii. 

With the recent granting of statehood to Alaska and to Hawaii, the Post Office 
Department has assumed the obligation of transporting the military mails to 
these destinations. Prior to this, the military had been transporting its own 
mail. It is estimated that this military mail will account for $540,000 of the 
$675,000 increase in 1960. Volume increases in pound rate mail in 1961 will 
further increase costs by $302,500. 

Foreign mail transportation, increase $304,000.—¥For fiscal year 1960, the 
U.S. flag carriers were granted a 15-percent rate increase. The increase of 
$304,000 estimated in 1961 is based solely on an estimated volume increase of 
3.25 percent. 


Highway transportation, increase $6,891,000 


Star route and short-haul truck service.—This provides for the transportation 
of mail between postal units, over highways and roads, and box delivery service 
in rural areas. Routes are operated under formal contracts and such contracts 
are awarded after competitive bidding or renewal of present contracts. 

The estimate provides for a continued increase in the use of highway service at 


approximately the same rate as experienced in 1959. It provides for a net in- 
crease of 105 routes in each of the years 1960 and 1961. 

The cost of these new routes, service changes, readjustments required by law, 
and the slight increase in pound-rate service, amounts to $5,778,000 in 1961. Of 
this total increase, $3,200,000 is estimated to be the replacement cost of service 
in the amount of $4 million diverted from railroads. 

Mail messenger service.—This is to provide for the collection and delivery of 
mail between post offices, stations and branches and railroad terminals, airport 
mail facilities, and air stop points. It is used to transfer mail between points 
where other contractors are not required to perform service. 

Continuation of the trend toward eliminating the smaller mail messenger 
contracts will result in a net decrease of approximately $41,736 of annual rate 
costs in 1961. However, trip rate service, which is used almost exclusively for 
transportation between airports and post offices, will continue to increase to re- 
flect the volume increase and air carrier service expansion. This service, 
together with pound-rate service, will account for $200,736 of the total increase. 

Temporary and emergency service, and the cost of loading and unloading 
trailers are shown under “Other costs.” The expanded use of truck transporta- 
tion and the anticipated volume increase will result in an estimated increase 
of $300,000 in 1961 for these costs. 

Contract highway post offices —Highway post office service is performed in 
bus-type vehicles operated over designated routes, authorized by the Post 
Office Department for the receipt, distribution, storage, and dispatch of mail by 
mobile clerks. Routes are operated under formal contracts, awarded after 
competitive bidding or renewal of present contracts. 

in certain areas en route distribution provides the fastest and most efficient 
delivery of mail. The continued decrease in railway post offices due to curtail- 
ment of train service, and the changes in schedules will necessarily result in 
additional highway post offices. During 1960, 6 additional routes are estimated, 
and another 10 for 1961. 

Carryover cost of the routes added in 1960, together with the part-year cost of 
the 1961 new routes, accounts for $433,000 of the increase. The remainder, 
$221,000, will result from readjustments authorized by law and service changes 
in existing routes. 
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Rail transportation, increase $4,498,000 

Rail transportation covers the foliowing types of service: 

Railway post office service—This service is authorized in standard full or 
apartment railway post office cars and the space in these cars is primarily used 
by postal transportation service personnel for the transportation of preferential 
mail.and the distribution of mail en route. These cars are railroad company- 
owned, equipped, maintained, and operated. The distribution facilities furnished 
by the carrier must be in accordance with the specifications prescribed by the 
Post Office Department. 

Line-haul storage service——This service provides for the transportation of 
storage mail between division or junction points in full storage cars of 60-foot 
lengths, or lesser units of from 3 to 30 feet (in 3-foot graduations). Effective 
October 1, 1958, all line-haul storage service was placed under the space-used 
system, which provides for the payment of space actually used in the movement 
of mail at rates prescribed by the Interstate Commerce Commission. This sys- 
tem results in a close correlation of line-haul transportation costs to the volume 
of mail so transported. (Prior to October 1, 1958, some rail carriers operated 
under a space authorization system which provided for the payment of an au- 
thorized service, based upon a previously transported maximum volume. Space 
used and paid for in excess of that authorized was designated “Excess space.” ) 

Terminal and piece-handling service.——This service pertains to the loading 
and unloading of mail storage cars by railroad employees at terminal points 
and at intermediate stations on a train run. The Interstate Commerce Commis- 
sion prescribes the basic rates payable to the carrier for such service. Terminal 
handling charges are not payable to railroads for mail loaded into or unloaded 
from railway post office cars occupied by postal transportation clerks. 


Contract services.— 


(a) Special contract routes.—Contracts of this type cover the transportation 
of mail on established railroad mail routes by a combination of services, such as 
railroad mail storage service, highway post office service, supplementary truck 
service. 

(b) Railroad-operated truck routes. Contract in this category are restricted 
to the transportation of mail in railroad-operated trucks. 

(c) Railroad-operated highway post offices: Contracts in this category are 
restricted to railroad-operated highway post office service. 

Temporary service in lieu of railroad.—When rail service is suspended or cur- 
tailed due to emergency conditions, such as floods, strikes, ete., the regional 
distribution and traffic manager makes contractual arrangements for the trans- 
portation of mail by other means during the period train service is interrupted. 

The estimate for rail transportation reflects a combination of the following 
factors tending to minimize the total increase: 

(a) The direct relationship of space used-line haul to increased volume is 
partially offset by shifts from rail to other modes of transportation, primarily 
star route and short-haul truck service. As a result of these shifts, it is esti- 
mated the Department saves 20 percent of the former rail transportation cost. 

(b) It is the policy of the Department to enter into special contracts with the 
railroads where these will prove beneficial from the standpoints of mail move- 
ment and cost. 

The Interstate Commerce Commission, in its decision of June 11, 1959, granted 
a rate increase to the western railroads of 5.6 percent. These increased rates 
‘are effective July 1, 1959, and will cost approximately $7 million for fiscal 1960. 

Based on the anticipated volume of nonlocal surface mail in fiscal 1960, it is 
estimated the cost of railway post office, line haul and terminal and piece 
handling would be $325,035,000. This amount is without considering any 
diversion from these to other types of service. However, it is estimated that 
$2,122,000 will be shifted to other types of rail transportation, primarily special 
contracts, and $4 million will be diverted to truck transportation, and the net 
estimate will be $318,913,000. This diversion from rail will account for ap- 
proximately $3,200,000 of the increased truck costs. 

Similarly in 1961, the basic estimate predicated on our volume increase would 
be $326,831,000. This amount will be reduced by $4,554,000, reflecting the shift 
to other services, and the net estimate will be $322,277,000, an increase of 
$3,364,000. The remainder of the increase, $1,134,000, will provide for additional 
special contracts, and railroad-operated truck routes and highway post offices. 

The following table will ilustrate the cost which would be expected for rail- 
way post office, line haul and piece handling based upon volume, and the re- 
sultant estimate after providing for shifts to other services: 
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Analysis of estimate, railway post offices, line haul, terminal and piece handling, 
























































1960-61 
{In thousands of dollars] 
1959 base cost 312, 850 
1.66 percent increase in nonlocal surface mail 5, 185 
Rate increase to western railroads 7, 000 
Total 325, 035 
Less diversion to: 
Truck transportation 4, 000 
Other rail service 2, 122 
Total diversion 6, 122 
Net RPO, line haul, and handling charges 318, 913 
Other rail services 25, 316 
Total estimate, 1960 344, 229 
Estimate, 1960 318, 913 
2.48 percent increase in nonlocal surface mail 7, 918 
Total 326, 831 
Less diversion to: 
Truck transportation 4, 000 
Other rail service 
Total diversion 4, 554 
Net RPO, line haul, and handling charges 322, 277 
Other rail services. 26, 450 
Total estimate, 1961 348, 727 





Air transportation, increase $7,095,000 


Domestic air mail.—Domestie air mail services are provided by carriers cer- 
tificated by the Civil Aeronautics Board. The rates paid for the various services 
are also established by the CAB. Services provided by the carriers include: 

1. Regular service—This is scheduled service of certificated carriers, 
trunkline, cargo, and local carriers which have been designated by the Post 
Office Department for the transportation of mail. 

2. Helicopter service—Helicopter service is scheduled by New York Air- 
ways, Chicago Helicopter Airways, and Los Angeles Airways to shuttle 
between airmail facilities and terminal post offices, and outlying areas. 

3. Territorial service—Territorial service is scheduled within Puerto Rico 
and between Puerto Rico and the Virgin Islands. 

4. First-class and preferential mail by air—This service covers the trans- 
portation of surface mail by air over segments designated by Post Office 
Department under an experimental program. 

This estimate is predicated upon the trend developed in 1958 and continuing 
in 1959. Although pieces of air mail continues to show a decline, this is par- 
tially offset by the increase in penalty mail by air. Moreover, the decline in 
pieces has not resulted in a decrease in pounds of mail. Weight of all air mail, 
as reflected in this estimate, shows increases of 9.87, 9.51, and 11.22 percent for 
the years 1959, 1960, and 1961, respectively. 

Since it is calculated that the average length of haul will remain approximately 
constant, the increase in ton-miles is directly attributable to this increase in the 
weight of mail transported, and results in an estimated increase in 1961 of 
$5,280,000. The following table illustrates the trend in pieces and pounds of 
mail, and the resultant ton-miles: 








Pie 
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Domestic airmail 
































1958 1959 1960 1961 
Pieces (in thousands): 
NE Soe once dnaacserunceneesdwedouwedes 1,434, 709 | 1,369,143 | 1,314, 256 1, 283, 006 
SNE MRE Sino we wirecnrecnasenseneceheses 14, 873 24, 334 31, 448 41, 704 
WRN xgeiduSelededesssteaennseckuandaosnetawen 1,449, 582 | 1,393,477 | 1,345,704 1, 324, 710 
Percent increase: 
Po Ge SIRS Sad I tae i ee ed pie Seo aie Leon ee dots Gy. —4, 57 —4,01 —2.38 
POSING WHAT UF Ol sonia onc pgs de ceecsccdaed bibecdssadend- 63. 61 29. 23 32. 61 
Wn ene ht a ae od ieecasddaneks —3. 87 —3. 43 —1.56 
Pounds (in thousands): 
IE ich d Sided dpe datdakens i spec pysecngccwes’ 91, 745 95, 152 99, 483 105, 357 
RIED HEE TIN aa socccccexsonewtnyonsussseveess 5, 881 12, 106 17, 970 25, 275 
WE si bina tah svc akacwek secowenepousaaye vee wits 97, 626 107, 258 117, 453 130, 632 
Percent increase: 
BS 3c Sawapedwwumnets ckpieueesipaanetienhedass cate 3.71 4,55 5.90 
omer ane OY OP bios S4sh 5 bbs i5 sso Ses 105. 85 48. 44 40. 65 
I a cvlihudddsawcnbiadtalucdabbdudatwacdadineuvedanns de 9. 87 9. 51 11. 22 
Ton-miles (in thousands) ___-- ‘stionilatsinbeista ith cnaconeeateg abana 86, 252 97, 379 106, 656 118, 608 
PORGTI TIGIIGE 5 aa. 5 oh inn cid on cidenth scncine cheat bidntndesetes 12. 90 9. 53 11.21 

















On the segments authorized at this time, the volume of first-class mail moved 
by air will remain relatively stable. A minor increase of $75,000 has been pro- 
gramed. 

Foreign airmail.—Foreign airmail service is performed by U.S. carriers at 
rates established by the CAB, and by foreign carriers at rates determined by 
conventions and agreements with foreign countries. (Transportation of mili- 
tary mail to overseas bases is also provided by this service. The Post Office De- 
partment is reimbursed for this cost by the Department of Defense.) 

A general upward trend in this service has been the pattern over past years, 
and this trend is estimated to continue through 1961. The following table 
shows for U.S. carriers, the gross weight of mails transported, ton-miles, and 
costs for the years 1957-59, and estimates for 1960-61. Military mail is ex- 
cluded from this table: 





Year Thousands | Thousands Cost 
of pounds of ton-miles 





aa 9 SS 2s A EES AE ee a 11, 653 27,775 | $13,864, 420 
1958. - RE 12) 146 28, 728 14, 091, 523 
959. 13, 091 31, 207 15, 321, 630 
14, 008 33, 632 16, 454,090 
14, 994 36, 256 17, 683, 000 

















The additional volume accounts for the increase in cost of $1,229,000 for U.S. 
carriers, and $511,000 for foreign carriers, a total of $1,740,000. No increase in 
rates is projected. 


Terminal and transportation charges by foreign countries, increase $297,000 


Foreign countries charge for the transportation and handling by their postal 
services of mails of U.S. origin, and for redemption of international reply 
coupons issued by U.S. post offices. These charges are made in accordance with 
international postal conventions and agreements. Terminal charges are assessed 
for parcel post, and transit charges are made for all classes of mail passing 
through intermediate countries to country of destination. 

During the last quarter of fiscal 1959 and the first quarter of 1960, 15 countries 
increased their terminal charges by 8 to 50 percent. It is estimated that this 
will result in increased costs of $400,000 in 1960. 

The total increase of $297,000 in 1961 is predicated upon an increased mail 
volume. It is anticipated that terminal charges for parcel post will increase 
$206,000, and transit charges will increase $91,000. The cost of redeeming inter- 
national reply coupons should remain unchanged. 
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Mr. Gary. The committee will now recess until 2 p.m. 
AFTERNOON SESSION 


Mr. Gary. The subcommittee will come to order, please. 


REASONS FOR INCREASE REQUESTED FOR 1961 


Mr. Moore, will you explain to us the reason for this increase that 
you are asking in your appropriation for this year? 4 

Mr. Moore. Mr. Chairman, the major portion of this increase of 
$19,400,000 is due to the increase in volume of mail, and in certain 
activities I will indicate some increases which are due to other factors. 

In the highway transportation account, we intend to increase the 
number of highway post offices by 10. : 

By reason of the replacement of discontinued rail services, it is 
necessary to increase the star route and short-haul truck service. As 
a matter of fact, in the star route service we intend to increase the 
number of routes by about 105. 

In the mail messenger service the increase is due to additional air 
stop points now served by air carriers, and also this is the appropria- 
tion account which includes emergency transportation to maintain un- 
interrupted service. 

In rail transportation, the increase is due to volume, and I call 
your attention to the fact that while related mail volume increase 
is estimated as about 5.2 percent, nevertheless the rail increase is only 
1.31 percent, or $4,498,000. 

In air transportation, which I mentioned earlier this morning, 
there is a marked increase in the weight of airmail. The evidence 
we have is that in 1961 an increase of 11.2 percent in our appropria- 
tions is necessary in order to accommodate this increase in volume 
and weight. 

Terminal and transportation charges by foreign nations is relatively 
a fixed charge over which we have no control, and the increase for 
the additional volume is estimated at $297,000. 

Our total increase for all transportation is 3.65 percent. 

Again I call attention to the fact that this is in comparison with 
the 5.2 percent overall increase in mail volume. 

In only two of the activities, highway transportation and air trans- 
portation, is the percentage increase in 1961 greater than the increase 
in 1960 above fiscal year 1959. 


RAIL RATE INCREASE 


Mr. Gary. You had an increase in rates last year, granted by the 
Interstate Commerce Commission ? 

Mr. Moore. Yes, sir. We secured a supplemental appropriation in 
the amount of $7 million to pay for the increase which the ICC 
granted to the western railroads. 

Mr. Gary. Was that made retroactive? 

Mr. Moore. No, sir; it was effective July 1, 1959, and it was not 
retroactive. 

Mr. Gary. And that increase cost you $7 million ? 

Mr. Moore. Yes, for fiscal year 1960. 
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Mr. Gary. What will be the increased cost for the next fiscal year? 

Mr. Moore. Well, in that connection the higher rate is included in 
the 1960 figure, and we are asking only for an increase of $4,498,000 
in 1961 for additional volume. 

But I would like to state, Mr. Chairman, that the southeastern rail- 
roads filed for a rate increase with the Interstate Commerce Commis- 
sion about 2 weeks ago. They had consulted with us and we explained 
that we found no justification for an administrative increase. 

The following day, as a matter of fact, they filed for an increase 
with the Interstate Commerce Commission. 

Mr. Gary. How much increase are they asking for? 

Mr. Moors. They did not designate an amount, Mr. Chairman. 
That is a very strange situation, but no percentage increase was 
indicated. 

I expect that at a later date the Commission will have them clarify 
their request. This case is in the early stages; in fact, the extreme 
early stages. 

Mr. Gary. Were there two of those cases? 

Mr. Moore. The eastern railroads have also come to us, Mr. Chair- 
man, and asked us administratively to grant them an increase in com- 
pensation. We have advised them that we find no justification. 

The eastern railroads have not filed an application with the Inter- 
state Commerce Commission. 

Mr. Gary. If either of those petitions are granted and made appli- 
cable to the fiscal year 1961 you will request another supplemental 
appropriation; is that right? 

Mr. Moore. Yes, sir. 


DETROIT RIVER BOAT SERVICE 


Mr. Gary. What peculiar service is rendered in the Detroit area by 
the Detroit River Boat Service that could not be rendered as well, or 
better, and with greater economy, by land transportation ? 

Mr. Moore. I have a statement I should like to read into the record, 
Mr. Chairman, concerning the Detroit River Boat Service, and then 
some of the members of my staff who have been in the Bureau of 
Transportation for some years could amplify anything that you 
require. 

This Detroit River Power Boat Service was initiated under a 
contract with the Post Office Department in 1895. I will not develop 
for you all of the services which are performed by the present con- 
tractor, J. W. Westcott Co. except to highlight some of the more 
important ones. 

It is under obligation to the Post Office Department to carry con- 
tinuously on a 24-hour basis all mail to and from vessels passing up 
or down the Detroit River, which has been addressed to the vessels 
in care of the Detroit Post Office, or which such vessels desire to send 
ashore for dispatch at that point. 

In addition to that, the Westcott Co. also transmits messages or 
reports to steamship personnel and permits occasionel transfer of 
passengers and provides a means for the vessels to acquire daily 
newspapers. 

We don’t pay for any part of that. 


50436—60——_18 





272 


The mail contract is divided into three parts. Under the first part 
the contractor furnishes space for the operation of a branch of the 
Detroit Post Office, which distributes mail for and received from 
vessels passing up and down the Detroit River. 

As of July 1, 1959, this space amounted to 989 square feet. 

The contractor must also furnish all utilities and toilet facilities. 

The second part of the contract consists of furnishing storage space 
for mail awaiting arrivals of ships and the third part consists of 
transporting mail between the shore and the vessels by means of 
powerboat. 

As of April 15, 1959, the contract rate was $31,200 per annum, 
which the contractor claims is approximately 50 percent of his total 
revenue. 

The postal service uses approximately 50 percent of the total 
space furnished by the contractor in the shore station. 

You might be interested in the volume of mail handled by this 
company. 

I have a tabulation which shows the volume of mail and the ships 
served by year from 1954 through 1958, which I ask be inserted in 
the record at this point. 

(The document referred to follows :) 





Volume 
handled Ships served 
(pieces) 





958, 926 
1, 162, 002 
1, 23 
1, 20! 

84 


2, 

1, 006 
8, 503 
7, 469 














Mr. Moore. I will make just this one observation: This is the only 
way that patrons can secure postal service when they are moving their 
ships up and down the Detroit River. 

It is often very difficult, because of the weather conditions, to get 
to these ships. Historically, since 1895, there seems to have been a 
desirable reason for the establishment and perpetuation of this service. 

If there are any further questions, members of my staff will be 
glad to answer you, Mr. Chairman. 


USE OF DOG TEAMS IN ALASKA 


Mr. Gary. Are you still using dog teams in Alaska? 

Mr. Moore. Yes, sir; one. 

Mr. Gary. Where is that? 

Mr. Moore. I don’t recall the name of the points, but it is on the 
upper peninsula of Alaska. 

I will supply that for the record. It is on the upper peninsula, 
near the Russian border. 

(The information referred to follows:) 


Doc-TEAM Matt Routes 
A dog-team mail route operates between Gambell and Savoonga, Alaska. Both 


offices are located on St. Lawrence Island. The dog team is used in the winter 
and a skin boat in the summer. 
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COST OF OPERATING STAR ROUTES 


Mr. Gary. Why is it that the average cost of operating discontinued 
star routes and short-haul truck-service routes is approximately $5,000, 
while the average cost of operating the new routes which are to be 
established is more than $8,000 ? 

Mr. Moore. This is by reason of the nature of the contracts. They 
are executed on a 4-year basis. 

I should like to have Mr. Williams answer your question. 

Mr. Williams is the Director of the Highway Transportation 
Division. 

Mr. Wuu1aMs. Mr. Chairman, I am Edmond L. Williams, Director 
of Highway Transportation. It is a pleasure to be here and testify 
on this transportation appropriation. 

I think the primary reason why there is a difference in the cost of 
the routes that are discontinued and those that are established is that 
a great deal of consolidation is done, when they discontinue small 
routes and consolidate them into larger routes and advertise. 

So we have a fewer number of routes that are established as com- 
pared to those that are discontinued, but at an annually higher rate. 

Mr. Gary. The new routes are longer? 

Mr. Wiiurams. Yes, sir; longer routes and very often heavier, with 
larger volumes of mail. 


COST COMPARISON OF SPACE-USED SYSTEM WITH SPACE-AUTHORIZED 
SYSTEM 


Mr. Gary. Under the new space-used system, which was placed in 
effect October 1, 1958, is the actual cost of transporting the mail on a 
an a greater or less than it was under the space-authorization 
system ¢ 

Mr. Moore. I would like to have Mr. R. J. Alexander, Director of 
Transportation Development and Research, answer that question. 

Mr. R. J. Avexanper. I will answer that carefully. 

At the time space used was established generally in the eastern part 
of the country, there was also an increase of approximately 30 percent 
in the rate of pay to the eastern railroads. 

We feel in the Post Office Department that by using the method of 
space used, we pay for the exact amount of transportation we pur- 
chase from the railroad company. 

We believe that it is more favorable to the carrier and the Post 
Office Department than the former method with less accounting cost 
to the company and to the Post Office Department. 

The space-used method of accounting is 4 percent to 8 percent less 
expensive than the former space-authorized system, and the ICC took 
this into account when the last rate was established. The variation 
in the reduction is occasioned by certain specific conditions existing 
on different rail lines. 

STAR ROUTES 


Mr. Gary. Returning for a moment to the previous question about 
the discontinuance of star routes, it was stated there were fewer routes 
because of consolidations. 
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Page 32-A of the jusifications shows that the number of routes dis- 
continued were 545 and the new routes were 650. 

Mr. Wit1aMs. Most of the new routes have been established on 
account of diversion from rail to highway, so there has been a net in- 
crease in the routes overall, but at the same time we have discontinued 
a number of short routes, consolidating sometimes as many as three 
short routes into one, and then advertising, having one instead of 
three. 

But because there has been a tremendous shift from rail to highway 
in the last year, particularly, necessarily the number of routes has 
gone up and will continue to go up. 

Mr. Gary. In other words, the additional routes are not serving the 
same territory the discontinued routes served, but they are serving 
other territory ? 

Mr. Wru1aMs. Other territory ; that is correct, sir. 

Mr. Gary. And a smaller number of routes now serve the same 
territory on a comparable basis; is that correct ? 

Mr. Wuu1ams. That is right. 


DISCONTINUANCE OF RAIL SERVICE 


Mr. Gary. Can you show us a decrease in rail service resulting from 
the diversion from rail to highway ? 

Mr. Wiuu1aMs. On the tabulation of rail service, or amount of rail 
service, I am not qualified to speak, and, Mr. Chairman, I would rather 
not speak about the money. I think someone else is more qualified to 
speak on the appropriation than I am. 

However, I will make this observation, because of the continued 
increase in the rates paid to the railroads, it has been very difficult to 
say that we have actually made a saving overall because the rail rates 
have gone up almost as fast as we have taken off rail service. 

Mr. Gary. I am talking about the discontinuance of rail service. 

Mr. Moors. That is on page 33.3, Mr. Chairman, where it is shown 
in the middle on the left of the page, “Less diversion to truck transpor- 
tation, $4 million.” 

Mr. Chairman, any substitution of highway transportation service 
where there is diversion from rail service is accounted for in this 
budget. 

All diversions from rail service by reason of discontinuances of 
trains or other factors are taken into consideration in connection with 
the increases in highway transportation. 


HELICOPTER SERVICE 


Mr. Gary. What terminal facilities are used by helicopter service 
in New York, Chicago, and Los Angeles? 

Mr. Moorr. I can describe the New York helicopter service as 
follows: 

It is a helicopter operation between the airports at Newark, La- 
Guardia, and Idlewild, and between these airports and the helicopter 

roperty located on the Hudson River at 30th Street, and between 

aGuardia and White Plains, N.Y., Stamford and Bridgeport, Conn. 
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There are three segments, however, in the Chicago helicopter serv- 
ice. Segment A is between Midway Airport, Maywood, O’Hare Air- 
port, Glenview, Evanston, Winnetka, Highland Park, Lake Forest, 
North Chicago, Libertyville, Barrington, Arlington Heights, and Des 
Plaines. 

Segment B is between Midway Airport, La Grange, Downers Grove, 
Naperville, Aurora, Geneva, Elgin, West Chicago, Wheaton, and Elm- 
hurst. 

Segment A is between Los Angeles Airport, Maywood, Alhambra, 
Lansing, Chicago Heights, Joliet, and Lemont. 

Mr. Gary. Several years ago there was an application pending be- 
fore the CAB for helicopter service from Long Island into New York 
to carry both passengers and mail. Has that service been established ? 

Mr. Moore. No, sir; I believe you are right that such an application 
is on file before the CAB, but the CAB has not certificated any heli- 
copter mail service in the United States other than at New York, 
Chicago, and Los Angeles. At Los Angeles, the service is between 
the airport and the Los Angeles post office rooftop and then also three 
segments, as follows: 

Segment A is between Los Angeles Airport, Maywood, Alhambra, 
Glendale, Van Nuys, North Hollywood, San Fernando. 

Segment B is between Los Angeles Airport, Alhambra, Whittier, 
Monrovia, Azusa, Pomona, Ontario, Fontana, San Bernardino, River- 
side, and Corona. 

Segment C is between Los Angeles Airport, Long Beach, Santa Ana, 
Anaheim, Whittier, Lynwood, and Maywood. 

Mr. Gary. Do you still have that service that flies from the rooftop 
of the Chicago post office to the airport and back, continuausly ? 

Mr. Moore. No, sir. 

Mr. Henperson. The service tothe rooftop was discontinued because 
they were using Bell helicopters with about 400 pounds capacity and 
could not carry passengers. 

Mr. Gary. How do operating costs compare with the cost of similar 
land transportation facilities? 

Mr. Moorg. Mr. Chairman, as I recall, several months ago, you and 
Mr. Sessions discussed this matter and he asked me if I would look 
into it. 

I have here a chart which, with your permission, Mr. Chairman, 
I would like to insert into the record. It shows the costs for the 
payment of mail, ton-miles of mail, tons of mail boarded, average 
distance in miles, estimated cost of replacement service, and the added 
cost of replacement for the three helicopter services at Chicago, New 
York, and Los Angeles. 

A brief summation of this table is simply that in New York we 
are now paying $49,637, and replacement service would cost $58,440. 

In Chicago, the payment for mail is $37,927, and estimated cost of 
replacement service is $29,938. 

At Los Angeles, the payment for mail now is $129,072, and the 
cost of replacement service 1s $123,372. 

In New York the cost would be greater for replacement service by 
truck. At Chicago it would be approximately $8,000 less than the 
present cost or airmail service, pes 9 in Los Angeles approximately 
$5,700 less. 
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After investigating this matter, we feel that the service advantages 
from helicopter service for airmail, and this is all airmail, Mr. Chair- 
man, far outweigh the matter of some $4,000 or $5,000 saving which 
might be accomplished by converting all helicopter service to truck 
service. 

Mr. Gary. We will insert that table in the record. 

Let me say that when in the past I insisted that the service from 
the roof of the Chicago post office to the airport be discontinued, I did 
so because I was told by the Post Office Department that they had 
been forced by the CAB to render that service and that they were 
losing approximately $350,000 a year by doing it. 

I have no objection to the use of helicopters. I think they may 
have a very definite place in our modern system, and I think the Post 
Office Department ought to use every means of available transporta- 
tion that will improve the efficiency and the economy of the service. 

I think you even ought to use dog teams if it is necessary to deliver 
the mail properly. But I want the methods of transportation deter- 
mined by the Postmaster General for postal reasons and not by the 
CAB for some other reason. 

Anytime the Postmaster General thinks it is advantageous to the 
postal service to restore that service from the roof of the Chicago 
post. office to the airfield, I will not protest, I assure you, so long as he 
makes the decision and not the CAB. 

Mr. Moore. I am certain the Postmaster General appreciates your 
views, because I am certain these are his views, Mr. Chairman. 

(Tabulation referred to follows :) 





Current annual basis 





New York | Chicago | Los Angeles 





Helicopter operations: 
0 I Ee $49, 637 7, $129, 072 
Ton-miles of mail kis 83, 966 19, 239 50, 028 
ea ce anens, 3, 853 1, 202 2, 274 
Average distance (miles). ____._- income 

Estimated cost of replacement service 


22.3 15.9 y 22.1 
$211, 751 $58, 440 $123, 372 

















Mr. Gary. How do you take care of this service in bad weather? 

Mr. Moore. In bad weather, when these helicopter schedules can- 
not be operated, the mail is dispatched by surface transportation. If 
the helicopter schedule is interrupted en route, then the helicopter 
company transports the mail to its destination in their own trucks. 


TERMINAL TRANSPORTATION CHARGES LEVIED ON FOREIGN COUNTRIES 


Mr. Gary. Does the United States make terminal transportation 
charges on foreign countries comparable to those made by foreign 
countries on us? 

Mr. Moore. Generally; yes. 

Mr. Allan is here and he is well acquainted in that field. 

Mr. Attan. Yes, Mr. Chairman, I would say that our charges are 
comparable to those made against us by other countries. 

Mr. Gary. Have we increased our rates on a step-by-step basis with 
the rate increases put into effect by these other countries? 
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Mr. Auxan. Yes, sir. 

As other countries have increased their rates, we have increased 
ours accordingly. In this connection, we are at the present time mak- 
ing a study of this very subject to ascertain if our terminal charges 
on the overall are sufficient to meet the expenses. 

Mr. Gary. How do our rates compare with their rates and how do 
total amounts of money and total volume of mail handled back and 
forth between this country and other countries compare ? 

Mr. Atian. Generally, on a comparative basis, our terminal and 
transit charges are, as I said, about equal to theirs. 

With respect to volumes of mail exchanged, we send out more mail 
than we receive from other countries. 


FLEXI-VAN SERVICE 


Mr. Gary. What has been the extent to which the Flexi-Van concept 
has been implemented in the transportation of mail and what plans 
are there for further expansion of this concept in the budget now 
under consideration ? 

Mr. Moore. Mr. Chairman, the New York Central Railroad in- 
augurated the so-called Flexi-Van, which is a type of piggyback 
service. 

The advantages to the user of this service is the ability to load or 
unload a Flexi-Van from the rail car despite its position in the train. 

The New York Central thus eliminated the problem of ramps which 
are required for the end loading of trailers, such as is done in conven- 
tional piggyback operation. 

The use of the Flexi-Van at the present time is not extensive, but 
studies are being conducted to develop further use of this service, not 
only on the New York Central Railroad but on other railroads which 
may obtain this equipment. 

It is further planned to develop the use of Flexi-Van for interline 
service, thereby eliminating the present rehandling of mails at larger 
transfer points, such as Chicago, Buffalo, and so forth. 

This service has a tremendous potential for improving present mail 
service, relieving facilities of mails by bypassing these facilities and 
thus reducing transportation and postal personnel cost. It appears to 
have a great potential in connection with the plans of the Department 
as set forth in the postal study which we reviewed this morning. 

I have here an outline of Flexi-Van operations now being utilized 
by the Post. Office Department, and a list of those areas where studies 
are being made for the further development of Flexi-Van service. 

If the chairman would permit, we will insert it in the record at this 

int. 

Pur, Gary. It may be inserted into the record at this point. 
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(Information referred to follows :) 


Flexi-van operations 








Type of service Railroad 
Fiexi-van service is now being utilized by the Post Office 
Department between— 
hicago, Ill.-Saginaw-Detroit, Mich_--.-.-.-------- Bulk mail, some New York Central 
preferential. RR. 
Chines, Ill., La Crosse-Spooner, Wis.-Mankato, | All classes.........-.-- Milwaukee RR, 
Chicago, Tll.-Waterloo-Charles City-Mason City, |----- IEE, EERIE = Illinois Central RR. 
owa. 
Chicago, Ill.-Fort Dodge-Sioux City, Iowa-Sioux |-.-.. | Bee eee Sere Do. 
Falls, 8. Dak. 
Studies are now being made for the further development 
of the Flexi-van service as follows: 
St. Paul-Willmar, Minn.-Sioux Falls, 8. Dak...-.--.|----- ih ..cusaneaeneun Great Northern RR. 
Jacksonville-Tampa-St. Petersburg, Fla.........----|----- | eee or — Air Line 
Boston, Mass.-en route points-Chicago, Ill_.-.---- Belk maie.....5 5... New York Central 
New York en route points-Chicago, Ill_.-......-----]----- On ccetancwacness Do. 











USE OF BULK MAIL CONTAINERS OR BUNYAN BOXES 


Mr. Gary. What became of the experiments for the use of bulk 
mail containers, such as the so-called Bunyan boxes between Chicago 
and New York? 

Mr. Moors. Mr. Chairman, the subject of containers is a problem 
which is being given very earnest consideration and has been for some 
time. I wouldn’t want to leave the impression that it has just 
occurred. 

It has been receiving study over a period of years, long before my 
association with the Bureau of Transportation. I would like to out- 
line for you, if I may, the present status of the Bunyan box experi- 
ment and then outline what we intend to do in the entire field of con- 
tainers. It isa rather critical area which must be explored because of 
the increase in the volume of mail. 

This experiment with the Bunyan box, a large aluminum container 
used in air service, was commenced on June 16, 1958. This box was 
the property of the American Airlines. It was moved only on cargo 
planes of that airline between New York and Chicago. 

The box was used primarily for first-class mail, although some small 
volumes of airmail were included. The container weight was approxi- 
mately 200 pounds and could accommodate slightly less than 2,000 
pounds of mail. 

This experiment was discontinued on October 16, 1959, because of 
the work being done in the Chicago post office, and the necessity to 
decentralize some of the functions during the period of construction. 

There was also some dissatisfaction with the cargo plane schedules 
over which the containers were moving. 

In addition to the American Airlines Bunyan box, there was also a 
similar experiment with United Airlines, using a container of about 
the same size and capacity. This experiment was conducted in a 
movement from Los Angeles to San Francisco for a period of 1 
month in 1958, from August 12 to September 12. 

This experiment was discontinued because of the incompatibility of 
the box with the postal trucks in use in the cities where the experi- 
ment was being conducted. 
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Two or three days ago I addressed a letter to representatives of the 
airlines, in which I solicited their cooperation in the development of 
containers which could be used in connection with the movement of 
mail by air, with the overall objective of reducing the cost to the Post 
Office and the carriers, and to develop a container which is inter- 
changeable and could be used by all carriers to expedite and improve 
our service. 

Generally, with respect to containers, whether they relate to the 
railroads, the airlines, or the steamship lines, we find that the use of 
large containers will reduce terminal handling cost, and improve 
service. There must be sufficient volume to warrant the use of these 
containers, and the carrier must operate suitable schedules with the 
specialized equipment, and the cost of providing this service, includ- 
ing handling of empties, must not be excessive, compared to the use 
of sacks and pouches. 

I think it is very interesting to note that in all the studies which 
have been conducted in the field of containerization, that so far as 
the Post Office is concerned, actually it is very difficult, Mr. Chairman, 
to replace the sack and the pouch as a means of handling mail. 

It is an extremely flexible type of equipment and well suited to the 
handling, distribution and dispatch techniques peculiar to the move- 
ment of mail. 

Therefore, in this whole field of containerization, while it is advan- 
tageous to the Department, I think we have to go a little slow before 
we replace mail sacks. 


DISPOSABLE MAIL SACKS 


Mr. Gary. What is the current status of the project for the develop- 
ment of disposable mail sacks? 

Mr. Moore. That relates to an experiment which was conducted 
with foreign mail from Miami to South America, and also domestic 
mail from Seattle to Alaska. 

Extensive tests were made with paper bags for several months on 
international airmail between Miami and several countries in the Car- 
ribean, and in Central and South America. But it has been concluded 
that this paper bag is not suitable for this service for the following 
reasons: 

One, the cost of using paper bags in this service was estimated at 
$14,000 more per annum than the multiple use cloth sacks; even with 
one reuse of paper sacks the excess cost was estimated at more than 
$10,000 per annum. This was based upon the fact that the multiple 
uses afforded by nylon bags made their cost only slightly more than 
the single use paper bags, and the difference in this cost. was more than 
offset by the gdditionsl transportattion cost resulting from the fact 


that paper bags weighed more than nylon; 

Secondly, the airlines also objected to the use of these paper bags 
because they required approximately 15 percent more cubic space for 
stowage in the cargo compartments due to the fact that paper bags 
are not flexible and thus do not fit readily into the contour of the 
compartments. 
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Also, the paper bags were frequently torn because in airplanes mail 
is stowed in the holds with cargo having odd shapes and sharp cor- 
ners which punctured the bags. 

We are continuing to use paper mail sacks in the steamship serv- 
ice between Seattle and Alaskan points for surface mail. This does 
not present the same problems as experienced in the international 
airmail tests, because the bags are placed in van containers before 
they are taken aboard, thus, protecting the bags from damage, and 
the space in steamships is not as critical as it is in an airplane. 

Mr. Gary. Thank you. 

Mr. Passman. 

DISCONTINUATION OF RAIL SERVICE 


Mr. Passman. Mr. Moore, it is my understanding that in the past 
several years the railroads have discontinued about 8,000 trains; is 
that. correct ? 

Mr. Moore. I believe it is 30 years. 

Mr. Passman. In the past 10 years, how many would you say? 

Mr. Moore. I don’t have any figures offhand on that, sir. 

Mr. Passman. Will you provide the answer for the record ? 

(Information referred to follows :) 


MatIL-CARRYING TRAINS DISCONTINUED? 


Feb. 1, 1953,? to Dee. 31, 1954 350 
Jan. 1, 1955, to June 30, 1956. #257 
July 1, 1956, to Dec. 31, 1956 112 
Calendar year 1957 215 
Calendar year 1958__ 269 
Jan. 1, to Oct. 25, 1959 417 


1Includes both the actual discontinuance of mail trains and withdrawal of all mail 
from trains which in some instances continued to operate. However, except for 1959, 
the figures given above represent actual discontinuance of trains in almost every instance. 

2 Data not available for any period prior to Feb. 1, 1953. 

8 Does not include 106 Long Island RR. trains from which mail was withdrawn, without 
objection, in 1955, pursuant to a request by the railroad. In 1958 mail service was 
restored on about 60 Long Island RR. trains. 

















“TRANSPORTATION” REQUEST AS PERCENTAGE OF TOTAL POST OFFICE 
REQUEST 


Mr. Passman. With respect to the request for appropriations in 
fiscal 1961, you are requesting $550,400,000; it that correct? 

Mr. Moore. Yes, sir. 

Mr. Passman. What percentage does that represent of the total 
appropriation requested for the Post Office Department ? 

Mr. GiuteTe. It is about 13.6 percent, Mr. Passman. 

Mr. Passman. How does that compare with previous years ? 

Mr. Moore. I think percentagewise it is less than it was last year. 
That is my recollection. 

Mr. Giterre. I agree with Mr. Moore, Mr. Congressman. 

Part of this has come about because modernization appropriations 
came in to the extent of $80 million in 1960 and 1961 to increase the 
total appropriations. 
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PURCHASE OF ADDITIONAL VEHICLES 


Mr. Passman. Would this indicate that additional vehicles were 
purchased by the Department for carrying mail? 

Mr. Moore. No, sir. 

So far as the mailster is concerned, they are not in the transporta- 
tion budget. They are in the operations budget. 

Mr. Passman. ‘That is the point I wanted to clear up. That is in 
the operational budget, and you have certain additional trucks that are 
also in the operational budget, do you not? 

Mr. Moorr. May I make the point that the existence or nonexistence 
“a mailsters does not have any effect on the Bureau of Transportation 

udget. 

Mr. Passman. How about the highway post offices ¢ 

Mr. Moore. That is in our budget. 

I indicated that we expected to increase the number of highway post 
offices during the next fiscal year by 10. 

Mr. Passman. How do you account for the decrease in the trans- 
portation appropriation as a percentage of the total annual appro- 

riation ? 
‘ Mr. Giutette. I think, Mr. Passman, the principal reason for the 
decrease in the proportion of the transportation appropriation to the 
total of all the appropriations is because the total of all the appro- 
priations has been increased more than proportionately in 1960 and 
1961 by the addition of another appropriation, postal modernization, 
in the amount of $80 million in each year. 

So the relative position of the transportation appropriation to a 
larger total has declined. 

Mr. Passman. In other words, there is an increase and not a de- 
crease, if you take into account the $80 million for postal moderniza- 
tion? 

Mr. Gitette. There is an increase in absolute dollars in the trans- 
portation appropriation, yes, sir; but there is a decrease in percentage 
to the total, because it 1s a smaller part of the total, since the total 
has been enlarged by the addition of the modernization appropriation. 

Mr. Pritx10N. Will the gentleman yield? 

Mr. Passman. Yes. 

Mr. Pituton. If you were to deduct the $80 million modernization 
from your present budget, that would then be a comparable figure, and 
based upon that the percentage of transportation to the total would 
be greater this year than last year. 

I think that would answer the question. 

Mr. Passman. That is the point I wanted to clear up. 

Personally, I do not have any complaint with mail deliveries. I 
handle my business and my office at home and here in Washington, and 
it is very rare, indeed, for me to file a complaint. I am very pleased 
with the type of service you render, but many are complaining. 


DISCONTINUATION OF RAIL SERVICE 


If you are able to get cheaper transportation by highway when the 
railroad companies discontinue trains, then the greater economy would 
offset some of the complaints about service. If that is not true, then, 





282 


of course we are still waiting for the answer as to why, in certain 
localities, the mail service is much slower. 

We do know that you have changed from rail transportation to other 
modes of transportation. It is obvious in such a transformation you 
would have to put up with possibly slower service because there is no 
way to get into certain communities. 

It may be that your public relations have been somewhat bad in some 
communities. 

It would help if you would bring out the fact that when a train has 
been discontinued, you have no way of getting the mail to them. 


“TRANSPORTATION” REQUEST AS PERCENTAGE OF TOTAL POST OFFICE REQUEST 


Mr. Moore. In direct response to your question, Mr. Passman, in 
1959, the relationship of the Bureau of Transportation to the entire 
budget was 13.9 percent. 

Mr. Passman. In 1959? 

Mr. Moore. Yes. 

In 1960, it was 13.7 percent ; in 1961, it is 13.6 percent. 

Mr. Passman. How about 1958 and 1957 ? 

Mr. Moore. I will have tosupply that. 

Mr. Stepper. It must not be overlooked that Mr. Gillette made a 
very good point in that the ratio of our total appropriation has been 
influenced by the program of modernization. So actually, if you were 
to take that out—— 

Mr. Pitu10Nn. In order to get really comparable figures, suppose we 
take out the $80 million for the 1960 budget and the $80 million for 


the 1961 budget. Then would you be good enough to work out the 
percentages of the transportation to the total operation ? 


DISCONTINUATION OF RAIL SERVICE 


Mr. Passman. I have never been critical of the Department for the 
tardy manner in which certain deliveries are made, because in my own 
congressional district we have discontinued about 75 percent of the 
trains. 

We have no way of getting the mails out to some of the smaller 
communities other than by freight lines. 

You just cannot get the mail there any faster. 

I should think if several thousand trains were discontinued in the 
past several years, and you have had to substitute some other type of 
service, which may be available only three times a week, there should 
be asaving. That is why I asked the question. 

Mr. Moore. Of course, we try to maintain the same service. If the 
train provided 5-, 6-, or 7-day-a-week service, we try to provide the 
ee kind of service, 5-, 6-, or 7-day-a-week comparable service, by 
truck. 

I would call your attention, though, to one thing. That is that the 
percentage increase over 1959 in fiscal year 1960, in funds which the 
Congress appropriated, amounted to 4.67 percent. This year, 1961 
above 1960, it is less than that. We are requesting an increase of 3.65 
percent. 

Mr. Passman. It is positively not the fault of the Department if 
slow mail deliveries are brought about by the discontinuance of trains. 
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SUBSTITUTION OF TRUCKS FOR TRAIN SERVICE 


I want to ask this question: If you had a train serving a community 
7 days a week, and that train is discontinued and you have a truckline 
going - only 3 days a week, how can you expect to provide better 
service ? 

Mr. Moore. We would not limit it to 3 days a week. We would 
provide service on the same number of days. 

Mr. Passman. All right, then, what about the other 4 days when 
the truckline is not going in? 

Mr. Moorg. We would ask for contracts for truck service to main- 
tain service equal to that provided by the railroads. 

Mr. Passman. You are speaking specifically of a truck that hauls 
nothing but mail, but in many instances you move your mail on some, 
other type of carrier; in a trucking company you may have a 10-ton 
truck going through a certain town with different types of freight 
loads. If that truckline goes through only three times a week, what 
do you do on the other days? 

Mr. Moore. Before we execute a contract with a trucking company 
we specify the kind of service we want. It is not necessarily a com- 
mon carrier service. 

Perhaps I have not mentioned that. This is not the case of a com- 
mon carrier coming through a town at a certain specified time and we 
place our mail on it. We contract with the trucking company to de- 
liver mail at a specified time and pick it up at a specified time. 

Mr. Passman. In many instances it may cost many times as much 
to deliver this letter as the amount of postage that you collect; is that 
correct ? 

Mr. Moore. Yes, sir; if I understand your question. 

Mr. Passman. If you have been accustomed to deliver 100 letters 
to a certain post office by train, and that train is discontinued and you 
want to continue, and you have no other way other than contract, you 
have to pay whatever it will cost you to get that 100 letters there. 

In some instances it may cost you a dollar to deliver a letter on 
which 4 cents postage was paid; is that correct ? 

Mr. Moore. Yes, sir. 

Mr. Guerre. We will supply the percentage figures for the record 
on a comparable basis, Mr. Chairman. 

(Information referred to follows :) 


Percent of transportation to total obligations (exclusive of postal modernization) 





1957 1958 1 1960 11961 





po $448, 118, 928 $497, 648, 
Total appropriation...| 3,018, 411,463 | 3, 425, 355, 
Percent of total 14. 85 14. 


$531, 000, 000 
3, 786, 410, 000 
14.02 




















1 Estimated. 
RURAL CARRIER SERVICE 


Mr. Moore. May I make one additional comment? 

Where we extend rural carrier service to patrons who were for- 
merly served by a fourth-class or third-class office, and the patrons 
came to the office to pick up the mail, the extension of rural carrier 
service for those patrons does increase the cost. 





Mr. Passman. Thank you. 


MAIL MESSENGER SERVICE 


Mr. Prt110N. Mr. Moore, there was some reference made that I did 
not quite understand, to an emergency in one of these items. 

Mr. Moore. Yes, sir. 

Mr. Pruxi0on. Which item was that? 

Mr. Moore. It was in the item of mail messenger service on page 
30.2, under “Highway transportation, mail messenger service,” where 
we are requesting an increase of $459,000 in 1961 over 1960. 

I did mention the fact that this type of service is required in some 
instances due to emergencies that arise in connection with floods, 
storms, cyclones, hurricanes, and other disasters. 

Mr. Prtx10n. How much of this is emergency ? 

Mr. Wiu1aMs. I am sorry, we don’t have any figures on that. 

Mr. Prut0Nn. Do you add 1, 2, or 5 percent to that for emergencies? 

Mr. Wiiu1aMs. Possibly not more than 1 percent. 

Mr. Moore. The cost might vary from year to year. 

Mr. Pituion. Was there an emergency estimate contained in this 
year’s appropriation ? 

Mr. WituiaMs. We always include a certain amount. 

Mr. Prion. You always do, so it is a standard procedure? 

Mr. Witturams. Yes. 

Mr. Priui0n. Is the emergency percentage included this year any 
more than it was last year? 

Mr. Witu1aMs. No, sir. 


MEASUREMENT OF MAIL VOLUME 


Mr. Prtu10on. Do you keep a record of the volume of mail by months, 
a monthly record of the volume of mail ? 

How do you estimate your volume? I do not mean estimate, but 
how do you actually know your volume? 

Mr. Moore. We pay the railroads on the basis of what is known as 
car-foot miles. This is a linear measurement. I am sure you are 
more familiar with it than I am. 

Mr. Pittion. No;Iam not. Iam not referring to that, Mr. Moore, 
so that we will not get off on the wrong track. 

You have an estimate of the volume of mail here of 63.9 billion 
pieces for the year 1960. I wondered what the estimate was based 
upon. You had 61.2 for 1959. That must be actual. How do you 
arrive at that figure? 

Mr. Moore. Mr. Gillette will answer that, Congressman. 

Mr. Gitterre. Mr. Pillion, the answer to your question of how 
actual mail volume is arrived at, which we use in our budget and in 
our annual report, is that it is produced by our cost-ascertainment 
system. This makes quarterly testings in a large sample number of 
offices covering a 1-week period each quarter. 

It is on the basis of those studies that the actual volume is estimated 
for the Post Office Department anchored in and reconciled with 
postal revenues. 

Mr. Pittion. When we can study out of each 1-week quarter? 
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Mr. Gittette. Yes, sir. 

Mr. Pittron. If there were the slightest differential in any of a num- 
ber of other factors that affect the volume of mail, and I can think 
of a dozen of them, then your estimates could be way off, if you took 
a 1-week sampling each quarter. Each quarter would be 12 or 13 
weeks. 

Mr. Gituette. Mr. Pillion, I think I can clarify a misunderstanding 
you may have gathered from my too brief answer by pointing out that 
the cost ascertainment sampling referred to is simply for the content 
of the mail and the analysis is tied into revenue, so that basically the 
volume evaluation is based upon actual revenue received by the Post 
Office Department. This is broken down by classes of mail and 
average revenue per piece in each class under the cost-ascertainment 
system based upon samplings. 

I will be very glad to place into the record, Mr. Chairman, a brief 
statement of the methods used under the cost ascertainment system. 
But I can assure you that it is tied into the definite total of audited 
revenue, which we do have a record of specifically in our accounting 
system. 

Mr. Pittion. Then so far as we are concerned, so far as the actual 
situation is concerned, you have a figure here of 61.2 billion pieces 
of mail for 1959. That is not an actual count? 

Mr. Gitterre. It is not an actual count because there are just too 
many pieces to be actually counted. 

Mr. Pittion. And that, then, is an estimate, and the estimate is not 
based upon sampling counts, physical counts, of the pieces of mail ! 

That, too, in turn, is related to another formula under which you 
have a cost ascertainment situation to develop the volume of mail. So 
when we are talking about the increases in volume from 1959 to 1960, 
we are first talking about increases in revenue or in costs, one or the 
other, but we are not talking about actual physical counts of the mail. 
So we do not know for a certainty that your volume of mail was 61.2 
billion pieces of mail in 1959, nor do we know that your volume of 
mail in 1960 is going to be 63.9 billion pieces of mail, do we? 

Mr. Guttettre. We have an assurance, based upon the reconciliation 
of our volume estimates with actual revenue, of which we have a record 
through our accounting system, that this is a pretty close estimate 
based upon past experience. But we do not count all the pieces in the 
postal system, no. 

Mr. Priition. Suppose the revenues was increased by reason of 
increased rates ? 

Mr. Giuuterre. This is all taken into consideration, Mr. Pillion. 
In the hearings last year there was substantial testimony on the 
accuracy of the cost ascertainment system, and I might add to that 
description of the numbers of reviews by various agencies and the 
fact that they reported generally favorably. 

The most recent acceptance of the cost ascertainment system was by 
the Interstate Commerce Commission in the parcel post rate case. 

I would like to read 

Mr. Pitu10Nn. Mr. Gillette, the only point I am trying to make is 
that the 61.2 billion for 1959 is still an estimate, it is not an actual 
count, and the 1960 is an estimate and, of course, the 1961 is an esti- 
mate. 
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As to the accuracy of these estimates, you have to rely upon a form- 
ula which may, of course, like all formulas, in instances such as this, 
may vary, sometimes considerably. 

Mr. Scams. I would agree, only not with your word “consider- 
ably,” Mr. Congressman. 

Mr. Pruuion. Moderately? Slightly ? 

Mr. Guerre. “Slightly,” perhaps, would be a more applicable 
word, based upon the experiences that we have developed. 

(The following statement was furnished later :) 


BasIs FOR DETERMINATION OF MAIL VOLUME 


Volume determinations under the cost ascertainment system are based on 
audited postal revenues. Counts are made during 1 full week in each postal 
quarter of the total pieces and total revenues for each of the classes of mail and 
services at all cost ascertainment sample offices. These sample offices produce 
about 45 percent of total postal revenues. Total revenues, determined from ac- 
counting records are separated to the classes of mail and services on the ratios 
of the revenue counts for the statistical periods. The revenue for each class 
of mail is then divided by the average revenue per piece, ascertained from the 
statistical period record of revenue in conjunction with the count of pieces, to 
produce the total pieces of mail of each class. These computations are sepa- 
rately made for each of the 21 largest post offices, and by homogeneous receipt 
groups for all other offices. Consolidation of these computed volumes, together 
with concurrent extension of test volume data for official penalty mail and 
franked mail, provides the total pieces of mail of all classes- Thus, the estimated 
total mail volume is not obtained by simple extension of test data but is com- 
puted within the framework and limits of the revenues shown by the financial 
system of the Department. 

Mr. Prion. Thank you. | 

Mr. Moore, in the 1961 estimates, do they include any prospective 
rate increases, or are they based upon today’s rates, the present rates. 

Mr. Moore. The Bureau of Transportation budget is based upon 
the rate of payments which is currently being made to the various air, 
water, highway, and rail carriers. 


WATER TRANSPORTATION 


Mr. Prixut0n. The water transportation, I see, is going up by 
$619,000, or, roughly, 3.5 percent. 

Actually, and physically, Mr. Moore, we have a number of boats 
or a number of ships plying between these points. The actual cost 
_ not go up in the same proportion as the increased volume of mail, 

oes it? 

In other words, sometimes if you have a ship you can put more mail 
on it with out that costing you very much more. 

Mr. Moore. Congressman, I think that the answer that Mr. Gillette 
gave to you with respect to the increase in volume is reflected through- 
out the transportation budget. Water transportation is higher be- 
cause we pay on the basis of pounds transported, and the additional 
$619,000 is for increased ponniibans. 

—_ justification is on page 31.1. It is all based on increased 
volume. 
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RELATION OF INCREASE IN HIGHWAY TRANSPORTATION AND DISCONTINUA- 
TION OF RAIL SERVICE 


Mr. Prtu1on. Your “Highway transportation” item is up $6,891,000, 
orup7 percent. Isthat also based upon volume? 

Mr. Moors. No; some of it is due to discontinuances of rail service; 
$3,200,000 is estimated to be the replacement cost. 

Mr. Prittron. Isthat for discontinuance of rail? 

Mr. Moors. Yes, sir; in the amount of $4 million. 

In other words, on page 32.1 the statement is made that the cost of 
these new routes, service changes, readjustments required by law, and 
the slight increase in pound-rate service, amounts to $5,778,000 in 
1961. 

Of this total increase, $3,200,000 is estimated to be the replacement 
cost of service in the amount of $4 million, diverted from railroads. 

Mr. Pituion. Your railroads have also gone up. 

Mr. Moore. Again, Congressman, let me say I understand your 
oint. But let me call your attention to the fact that the increase 
ast year was 2.82 percent; this year it is 1.31 percent, and less than 

$5 million, or $4,498,000, which is due to the volume increase. 

In other words, Congressman, I would not want to leave the impres- 
sion with you that because we are going to add 10 highway go offices 
or 15 altogether, that this means that we are not going to be required 
to pay the railroads additional compensatoin for the increased volume 
that they carry. 

Mr. Pituion. In the statement on the “General transportation,” 
that contains these sentences : 

During 1959, 148 main-line carrying trains were discontinued; 139 of these 
withdrawals were due solely to actions of the railroads. Projected figures for 
the first 6 months of 1960 indicate that approximately 87 additional main-line 
carrying trains will be discontinued. ‘ 

Mr. Moorg. That is right. 

Mr. Pixti0on. Further on we have these two sentences : 

Thirty years ago almost 10,000 mail trains were used daily for transporting 
mail. Now only 2,000 trains can so be used each day. 

Assuming that your reference of 143 and 187 additional main-line 
trains are daily trains, then you have a comparable situation. 


RAIL COSTS 


Now, I know there is something wrong with this deduction, but I 
want you to tell me what it is, as I kow it will not be a valid one, but 
out of the 2,000 daily trains in the year and a half up to July 1, 1960, 
in addition you will have discontinued 230 trains, or 12 or 13 percent 
of your railroad trains being discontinued, assuming they are all daily 
trains, 

If you use that as a volume computation, then your railroad costs 
ought to be decreased 12 percent or about $50 million. 

I know there is something wrong with that computation, but I am 
trying to point out the mathematical situation, if you do not under- 
stand what situation is in back of it, I am trying to point that out to 
you. 

Mr. Moore. I wish you could point this out to the railroads. 


50436—60——_19 
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Mr. Prxi0on. But with all of these trains being discontinued, dis- 
continuing passenger service and adding that on to the highway and 
say that your transportation is going to cost more because you have 
less railroad transportation. 

But yet we wind up with an increase in railroad transportation 
costs even though there are no prospective rate increases included. 

I do not know, but I am asking you. 

Mr. Moore. Congressman, there are so many answers to your ques- 
tion. I do not know where to begin. Please bear in mind what I 
tried to say this morning: 

Thirty years ago there were 10,000 mail-carrying passenger trains. 
IT didn’t repeat the words mail-carrying passenger trains in every 
instance, but this is what I am trying to say. 

Today there are about 2,000 mail-carrying passenger trains. We 
know that 143 of these, as you quoted a moment ago, were discon- 
tinued in 1959. 

We expect about 87 additional discontinuances in the first 6 or 7 
months of 1960. 

Please bear in mind that most of these mail-carrying passenger 
trains contain RPO cars, but the bulk of the mail is moved other than 
in an RPO car—in storage cars. I mentioned this morning head-end 
trains or mail and express trains, which we are utilizing. 

I gave instances of where we instituted six of those between New 
York and Washington last year; six more between Boston and Albany. 

So while some of this diversion of first-class mail from RPO cars 
must be handled in another way, nevertheless, the bulk mail, the sec- 
ond-, third-, and fourth-class mail continues, the greater part of it, to 
go by rail. 

In view of the volume increase forecast of 5.2 percent overall dur- 
ing the coming fiscal year, we think our 1.31-percent increase in rail 
transportation is very modest. The diversion of mail from rail to 
highway service is considerably less than the overall volume increase 
and we continue to pay the railroads more each year for the mail they 
transport. 

Mr. Prtut0on. Certainly your about 5 percent, 5.2 percent, estimate 
does not apply to railroads; does it ? 

Mr. Moore. It applies generally to the car foot-miles that we have 
to pay the railroads. 

If there is a greater volume of mail, we have to pay more to move it. 

Mr. Prtu10Nn. But your whole study is based upon the idea that your 
rail volume is going down ? 

Mr. Mocre. It is. 

Mr. Pitui0n. Certainly you cannot maintain one point that your 
rail transportation is going down and in the other area you cannot 
say that it is going up at the same rate. It is not consistent. 

Mr. Moore. Let me put it another way: 

Were it not for the fact that there will be approximately 87 mail- 
carrying passenger trains discontinued in the next 6 months our re- 
quest this year would be more nearly a 3-percent increase than only 
about 1.5-percent increase. 

In other words, this affects only the amount of additional funds 
which we request. Ona longer term basis, increases in rail rates have 
added to what would otherwise be our requirements here. 
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Mr. Prion. Thank you very much. I have no further questions. 
Mr. Gary. Mr. Steed. 

Mr. Streep. No questions. 

Mr. Gary. Mr. Alexander. 


MAIL VOLUME BY CATEGORIES OF TRANSPORTATION 


Mr. ALExanpeR. Mr. Moore, can you give us the percentage of the 
mail volume for any one year in the different categories such as rail 
transportation, highway transportation, and domestic air transpor- 
tation ? 

Mr. Moors. Congressman, there is only one of these activities in 
which we have any figure for you on that basis, and that is in the 
field of air transportation where we pay on a ton-mile basis. 

What occurs is that much mail, probably most of it, goes by at least. 
two means, either highway and air, highway and rail, or water, rail 
and highway. 

In other words, the mail is not necessarily relegated neatly into a 
compartment of that which goes by water and that which goes by 
highway; that which goes by rail and that which goes by air. 

It can go by any combination of those various media of transpor- 
tation. We do not have any figures, in answer to your question, ex- 
cept we will supply for the record our estimates on ton-miles of air- 
mail carried. 

Ton-miles domestic airmail transported 
Fiseal year: Ton-miles 
1957 82, 568, 612 
1958___- 86, 252, 348 
1959_ 97, 378, 739 
1960 * 106, 656, 000 


1961 *118, 608, 000 
1 Estimated. 

















METHOD OF ESTIMATING COSTS BY CATEGORIES OF TRANPORTATION 


Mr. Atexanper. How were you able to give your projections in 
regard to the increases in rail, air transportation, and highway trans- 
partatson, unless you do figure in some way the volume that you now 
carry ? 

Mr. Moore. That was done on the basis of a projection. We know 
what we are paying now; we know what the fixed increased costs are, 
for example, the additional gasoline tax in star route truck service. 

We know certain fixed costs which will continue. 

Then, on the basis of the volume increase, we estimate the dollar 
increase necessary. 

Mr. AtexAnper. If I understand the statement correctly, it costs 
more to set up highway transportation to take care of the load that 
was formerly used by the railroads. Is that true? 

Mr. R. J. Avexanper. No, sir. That is not accurate. If I could 
rephrase what the Congressman was saying, it is that in certain in- 
stances where a star route or a rural route was provided to give patron 
delivery where in the past the patron has gone to the post office, the 
cost goes up. But on the overall, that is not the basis upon which we 
computed these costs. 
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Mr. Steep. How will the costs compare as between nny trans- 
portation along the same main line as compared with rail ? 

Mr. R. J. ALexanper. That is shown on page 33.3. 

Mr, Wheeler, I believe, would like to address himself to this 
question. 

Mr. Wueeter. If I may answer that, Congressman, the rule of 
thumb is that highway service is less expensive than rail service. That 
is borne out here by the fact that we show a $4 million reduction in 
mail oa by diversion to highway, but we only put in an addi- 
tional expense for highway of $3,200,000. In the past it has been 
generally true that on movements of up to approximately 300 miles 
20 percent is the differential between highway and rail service; that 
is, on the highway we perform the service for about 20 percent less. 
That figure is subject to change these days because highway costs are 
going up, too, and in some instances, I think the woien are finding 
themselves a little hard-pressed to meet some of the rail competition. 
But, generally, the 20 percent reduction factor has existed in the past. 


CONTRACTING FOR MAIL SERVICE 


Mr. Srexep. How do you contract for this mail, we will say, as be- 
tween two points? You would not have a truckload or even a carload, 
let us say, of mail. Is that done over a yearly basis where, if you had 
a little space on a railroad car, it would be much less? How is that 
loss accounted for ? 

Mr. Wueeter. Whenever a railroad discontinues a mail-carrying 
train, it is first of all offered the opportunity to perform the mail 
service by highway vehicle at a competitive price. If you have a 
smaller volume of mail, the carrier uses a smaller truck. 

If the railroad does not elect to furnish the highway service at com- 
parable rates we advertise for the services that we need, and the con- 
tract is awarded to the lowest responsible bidder. 


HIGH COST OF DELIVERY BECAUSE OF INSUFFICIENT MAIL TO BE CARRIED 


Mr. Sreep. I understand that you contract for it, but I certainly can 
see instances where it would be much more expensive, similar to what 
your answer was to Mr. Passman, where you would be paying more 
for the delivery of mail on certain routes, by the fact that you would 
not have sufficient mail to carry. 

What I was interested in is how you compensate for it. You say 
it is about 20 percent less than rail. How do you make up that differ- 
ence where, under certain instances, you certainly lose ? 

Mr. Moore. On large bulk movements there is no question about 
Mr. Weeler’s statement, it is 20 percent less costly by truck in the 
shorter hauls. 

Mr. Steep. Will the gentleman yield ? 

Mr. ALexanper. Yes. 

Mr. Sreep. Is it not true that in some of these cases where you had 
been moving mail by train you had an additional cost in moving 
mail from the post office to the depot ? 

Mr. Moore. True. 
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Mr. Sreep. Whereas, where the truck is substituted, you eliminate 
that cost and it has a tendency to offset the new cost as against the old 
cost ? 

Mr. Moore. That partially accounts for it; yes, sir. : 

Mr. Passman. And you have other instances where it greatly in- 
creases the cost ? 

Mr. Moore. No. It goes in the reverse direction. 

Mr. Passman. I am referring to an isolated community. 

Mr. Moors. The example you gave me, I believe, was where there 
were 100 hundred letters and they were on a main line railroad train 
which went through a little town, and they threw off 100 letters, but 
now we have to deliver those 100 letters some other way. 

Mr. Passman. That is right. 

Mr. Moore. But what we were discussing with Congressman Alex- 
ander were the cases where we have large bulk mail shipments mov- 
ing up to 300 miles and it is vastly more economical to move them by 
truck than by rail for the shorter haul. 

Mr. Passman. I was referring, of course, to the terrific cost that you 
do incur to meet the demand to get the mail to isolated spots. 

Mr. Atexanper. Then if I understand you correctly, should we do 
away with all the trains and transport all of the mail by trucks or 
other highway transportation, that the cost would not be greater but 
probably somewhere in the neighborhood of up to 20-percent savings? 

Mr. Moore. It is a very hypothetical question because in the first 

lace, I do not believe we would have enough trucks to do that, and 
in the second place, the service would suffer greatly in those areas 
where we are moving mail on mail and express trains. I cannot very 
well answer your question. 

Mr. ALEXANDER. I am not advocating doing away with the train 
service, but I am trying to look ahead, because I think that sooner or 
later we are going to be in that position. 

Mr. Moore. We are losing mail-carrying passenger train service. 
But the bulk of our mail which is reflected in this budget is moved in 
storage cars on the remaining trains. 

We are trying to develop now fast head-end train movements. I 
have indicated where this has been done. A large part of the pref- 
erential mail moves in the RPO cars on passenger trains. This is the 
part of our rail service which is gradually disappearing. 

Mr. ALExANpDER. That is all, Mr. Chairman. 

Mr. Gary. Thank you, gentlemen. 

That concludes the hearing on the “Transportation” appropriation. 

We thank you, Mr. Moore. 

Mr. Moore. Thank you, Mr. Chairman. 
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Mr. Gary. We will now consider the “Facilities” appropriation 


request. 


The appropriation for 1960 was $190,660,000. The estimate for 1961 
is $213,600,000, an increase of $22,940,000 over the 1960 appropriation. 
We have with us to justify this appropriation Mr. Barnard, who 
is Assistant Postmaster General, Bureau of Facilities. 


Program and financing 




















1959 actual | 1960 estimate | 1961 estimate 
Program by activities: 
Gd on Cec abibuin cecesusancuesaniee - 359, 634 | $75,051, 000 $95, 087, 000 
ee ee eee eee 3, 268, 047 46, 034, 000 50, 263, 000 
3. Regular capital program = _--_-.--- 68 691, 725 68, 250, 000 68, 250, 000 
4. 1959 program obligated in 1958 SED ERAN da senccuncucnsmecbies tousonen 
ING esses cenccsannscncesecoswesnesuce 164,081,095 | 189,335, 000 213, 600, 000 
Financing: 
Comparative transfers to other accounts. ._....-..------.- 2 3 Se 
1959 appropriations available in 1958_._.-.-...-.-.--.----- DA ME Beidcinccnwnnuatlonwedab evened 
Unobligated balance no longer available--.-.-.-......-.--- BY |S ee ea 
Apureprintion Gediueied). ....-5< onsen en cn esse sp. 180, 810,300 | 189,335, 000 213, 600, 000 
Appropriation (adjusted): 
NE so Sith alec nethwincn mba ceweseweracawsbeve 175, 600, 300 | 190, 660, 000 213, 600, 000 
Transferred (72 Stat. 65) from— 
EE et cuba uadentninmidenapédnens mena ies ff ES Se eer eR 
iia en owen inianmanandionitinedy EEE hicks auc sacks Sacusens eusawnd 
Transferred (73 Stat. 69) to— 
“Administration, regional operation, and research”’___|_........--.-- —325, 000 j............-- 


ME te, nn Se Li nieaphbacieerescawouses 
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Object classification 




























1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions. ----_----- ahi ake snastma mie 1, 364 1,412 1,412 
Average number of all employees (including overtime equiva- 

MINED ois ol ceasnshs Nancacharaceiaws ance neseacoeuawslasyeeeee eet 1,427 1, 410 1, 423 
Number of employees at end of year. _---.-..---.--.---------- 1, 364 1, 412 1, 412 
Avereme PIG tovel end ealary.... oo. - occ noo ckceccnnccccous 4.5 $5,018 | 4.5 $5,027 | 4.5 $5, 020 
01 Personal services: 

POTN G MUONICRIINI Siac oc wer au cdne nse leneeagenaene $6, 112, 179 $6, 254, 273 $6, 390, 494 
Positions other than permanent__...........---------- dh aR aS MS Pe aT 
cg ae ee eee 191, 958 240, 307 218, 931 

Total personal services............-.-.-.-----. aaa’ 6, 511, 187 6, 494, 580 6, 609, 425 
ee Oe ae eR a he oi ls MES cL. 7 22, 163 24, 000 24, 000 
03 Transportation of Ging: 2355.0 os is. oo scsn ccc ee ne eck 3, 844, 559 3, 948, 710 4, 100, 000 
OF Ce BEING oo ois oo eee ecwcantcccscccacs 3, 632, 629 4, 010, 000 4, 450, 000 
G5 Mente Wig Utiaey Or Vieds... nk ec net cet ees 57, 698, 711 65, 630, 000 84, 099, 000 
06 Printing and reproduction ._....-.........2..cee~kceneens- 4, 458, 481 4, 761, 000 4, 996, 000 
07 Other contractual services. ...-..-..-..--..------- o 17, 276, 124 15, 392, 390 27, 577, 900 
08 Supplies and materials___- 29, 430, 418 31, 588, 000 35, 146, 000 
ko eee 49, 454, 070 53, 828, 290 41, 932, 000 
10 Lands and structures. _-_---__- 6, 587, 519 3, 250, 000 4, 250, 000 
11 Grants, subsidies, and contributions--_--.......--- 395, 4 407, 130 414, 775 
13 Refunds, awards, and indemnities..................-...-- (A | Re RATS SLA ASS SR 
1b. Dames ONG OMGINNOING «5 5 iso ne nco nsec sncsmcsesecdanews 878 900 900 
1960 program obligated in 1086. . ...................--.-0.0-2-- WE SPEER Nec dasaccensdsalexounseneukeus 
GRAN ARMIN oo oo onc Snpensannnadobognsacebnadaven 164,081,095 | 189, 335, 000 213, 600, 000 














Mr. Gary. We will be glad to hear from you, Mr. Barnard, at this 
time. 
Mr. Barnarp. Thank you, Mr. Chairman. 


GENERAL STATEMENT OF ASSISTANT PosTMASTER GENERAL BARNARD 


I have a prepared statement which I would like to read. 

Mr. Chairman and members of the committee: It is a personal 
pleasure for me to appear before this committee again to present the 
budget estimates for the Bureau of Facilities. 

I feel that substantial progress has been made in recent years in 
the improvement of the physical plant of the Department and in the 
quality and types of equipment and vehicles used in the service. Much 
remains to be done, particularly in the area of overall modernization 
of postal facilities, but I believe the patterns for progress are estab- 
lished, and an orderly continuing program can be advanced with 
genuine enthusiasm by both the Department and the Congress. 

As you will recall, the budget estimates presented by the Bureau 
of Facilities include costs for (1) building occupancy, (2) supplies 
and services, (3) the regular capital program, and (4) the postal 
modernization program. The only change in Bureau responsibilities 
which has budget implications since my appearance before you last 
year is the transfer of staff and function of the postal equipment 
peel previously in this Bureau, to the regional operations 
offices. 

BUILDING OCCUPANCY 


The estimates for building occupancy cover the expenses of leased 
and rented space, fuel and utilities, and communications. 

In fiscal year 1961, as our postal modernization program 
it is planned that about 1,442 newly constructed leased bui 
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be occupied. Space vacated, including Government-owned buildings, 
will be approximately 6 million square feet. New leased space occu- 
pied will be about 11.5 million square feet. The new buildings will 
replace not only those where leases expire but also about 300 older 
Federal buildings which cannot successfully be modernized or enlarged 
to provide adequate workroom space. 
ome space may be retained, where practicable, in these Federal 

ee for postal stations to serve central downtown areas. Two 
major lease projects will be occupied for most of the fiscal year in 
addition to several which will be occupied during 1960. Project 
“Turnkey” at Providence, R.I., which includes the lease of not only 
the building but also the mechanized equipment, will be occupied for 
most of the year. All new buildings are air conditioned at the time 
of construction in areas of the country where climatic conditions war- 
rant such installations. All are designed to have sufficient external 
space for maneuvering vehicles and parking of mail trucks as well as 
patron and employee cars. 

This accelerated program of improving postal space accounts for 
a larger requirement for the rent estimate. In spite of the increased 
rate of space occupancy of the leased buildings, the overall increase 
of interior space occupied, including Government-owned buildings, 
will amount to only 6.2 percent at the end of 1961 over 1960. 

Since the Department pays separately the fuel and utilities costs 
in most leased and Government-owned space, the base costs for those 
items ordinarily increase at approximately the rate that the total in- 
terior space increases. However, air conditioning, mechanization, and 
improvement in lighting, which are a major part of modernization, 


change the relationship of these costs which existed in prior years. 


SUPPLIES AND SERVICES 


Significant developments have been made in the supply service 
during the current year. In fiscal year 1959 approximately 6,800,000 
line items, representing 441,000 individual requisitions, were dis- 
tributed from the four supply centers. Expanded use was made of 
commercial carriers to transport shipments of supplies to designated 
key cities throughout the country. This resulted in considerable trans- 
portation cost reduction, relieved the mail congestion in the major mail 
terminals, and reduced damage of supplies in transit. 

Continued improvements are being made in the mailbag repair 
program. During fiscal year 1959 a total of approximately 11 million 
pieces of equipment were repaired and returned to service against 
approximately 8 million the previous fiscal year. By far the greatest 
percentage of this repair was performed by the hot-patch method. 

An extensive program for the use of new materials, other than 
canvas, has resulted in the development of plastics that will outwear 
our present mailbag equipment many times. They are now under 
service test in the field. Nylon has replaced oxford weave cotton 
canvas in the manufacture of all airmail sacks and pouches. 

In order to provide needed additional postal operating space, the 
mail equipment depositories at Atlanta, Denver, Kansas City, and 
Seattle were moved out of post offices into low-cost warehousing space. 
Those moves have resulted in more efficient depository operations in ad- 
dition to making operating space available for mail handling. 
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The seven capital equipment warehouses, under the supervision of 
the area supply managers, are now the major source of supply of 
furniture and equipment to new facilities where complete equipment 
is furnished. This has resulted in having equipment on hand when 
construction is completed, in addition to economies in bulk procure- 
ment. 

The mail equipment shops are continuing to meet mailbag and 
postal lock and key requirements in a timely and efficient manner. 
The shops’ personnel are maintained at normal levels. In fiscal year 
1961, mailbag requirements will be in excess of the normal production 
capacity of the shops. These excess requirements will be purchased 
from Federal Prison Industries as in the past 3 years. 

Curtailment of rural delivery maps by the Cartography Section and 
the use of State highway department maps has permitted the develop- 
ment and supply of new types of maps needed in the metro mail de- 
livery program and more current supply of other maps essential to 
the postal service. 

REGULAR CAPITAL PROGRAM 


The regular capital program which remains equal to the fiscal 
year 1960 appropriation for this purpose is the basic program for 
providing the normal facilities requirements. It includes funds for 
the replacement of wornout equipment and purchase of such addi- 
tional items of equipment as are normally needed. All vehicle pro- 
curement is included in this estimate. 

Also included is an amount for such mechanization and moderniza- 
tion ‘as has always been considered “normal.” These funds actually 
constitute only the minimum necessary to rehabilitate the existing 
postal plant, and when programed with funds requested under 
“Postal modernization,” will permit the orderly continuance of the 
modernization program. 

In fiscal 1960 it has been necessary to transfer $9.5 million from 
the “Facilities” appropriation to the “Operations” appropriation, to 
provide sufficient funds for continuity of postal service. is amount 
represents the full 5-percent transfer authorized by law. Only $1 
million of this transfer has been included in the estimates now before 
you, the remainder having been made after the budget was printed. 


VEHICLE PROCUREMENT 


We believe that the Department’s efforts toward better vehicle utili- 
zation will allow material reduction in truck requirements. The 
vehicle procurement needs for 1961 have been carefully screened, and 
requirements to meet demands for extensions and new service have 
been held to 50 percent of normally anticipated needs under previous 
criteria. The balance of funds requested will permit the retirement 
of older vehicles which can no longer be economically retained in serv- 
ice. Mailster procurement is again programed in this request in order 
that we may continue the highly successful mechanization of foot 
routes. 

_ As in fiscal year 1960, funds for the operation of the Vehicle Serv- 
ice are requested in the appropriation for Bureau of Operations. 
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POSTAL MODERNIZATION 


This program, commenced in fiscal year 1960, continues to carry out 
the intent of title III of Public Law 85-426 which authorized appro- 

riation of funds for postal modernization. This program also calls 

or funds for contract research and development and for engineering 
and technical personnel which will be justified by others of the staff. 
The greater portion of this appropriation will involve the complete 
mechanization of some 20 new major mail processing’ facilities and 
the modernization of a number of Federal buildings, as well as equip- 
ping of new smaller leased buildings. 

The value of capital improvements for the physical plant is now 
becoming specifically apparent as projects commenced in fiscal year 
1959 out of the regular “Facilities” appropriation are nearing 
completion. 

In the case of Federal building modernization, complete remodel- 
ing and needed extensions are being programed and accomplished 
through the General Services Administration on a reimbursable basis. 
As mentioned in testimony last year, the Post Office Department pro- 
vides funds for the modernization of Federal buildings, including 
moneys for purchase of land and for all construction. The Post Office 
Department assumes responsibility for programing and budgeting 
improvements to all postal space in these buildings, and General Serv- 
ices Administration makes the complete program for the nonpostal 
space. 

is fiscal year 1960, it has been necessary to transfer the legal maxi- 
mum of $4 million from this appropriation to provide funds for con- 
tinuity of postal service. This transfer also was made after the 
1961 estimates were prepared and therefore does not appear in the 
budget document. 
REPROGRA MING 


Because of unpredictable changes (1) in schedules for completion 
of design and research on new mail handling devices, and (2) unavoid- 
able delays in completion of newly constructed major facilities, and 
(3) changes in costs of procurement of equipment, certain reprogram- 
ing of capital funds has been necessary during the current fiscal year 
of 1960 and will be necessary in future years of the postal moderniza- 
tion program. 

Aside from the transfers of funds which were mentioned previously, 
all moneys appropriated to the regular and postal modernization capi- 
tal accounts have been expended or allocated for these purposes. Re- 
programing of these funds has been limited to adjustments of ex- 
a eeip between the categories of research, equipment, and Federal 
uilding improvements. 
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The development of Project Gateway in Oakland, Calif., mentioned 
by the Postmaster General in his earlier comments, has been a major 
item of reprograming. The committee will recall that a project for a 
new major leased facility in Oakland was itemized in the “Postal 
modernization fund” portion of the 1960 budget estimate presentation, 
with $3,538,000 indicated for expenditure on equipment and building 
rehabilitation. Because of the benefits to be derived from the de- 
velopment of an additional completely mechanized facility, the project 
for Oakland was changed from a normal building development under 
commercial lease to a broad research and development type contract 
for the preparation of an integrated building and mail-handling sys- 
tem. The sum of $3,165,000 was reprogramed from the capital ex- 
penditure portion of the postal saniiadaation appropriation to the 
contract research portion of the same appropriation to accomplish 
the first phase of this particular contract. The balance of the funds 
previously identified for the Oakland project has been allocated to 
other capital expenditures. 

The Department feels that the change in concept of developing the 
Oakland facility and the resulting shift of funds from direct equip- 
ment purchase to a research contract is definitely in the best interest 
of the Government. 

The budget estimate for the Bureau of Facilities represents most 
careful programing of our mission and, while providing for normal 
increases in operating funds, maintains the same level of capital 
requirements as authorized in fiscal year 1960. It is, in my opinion, 
the minimum requirement if we are to continue to properly support 
the operating bureaus. We hope that the Congress will see fit to 
approve the supplemental request that will shortly be submitted for 
restoration of a substanial portion of fiscal year 1960 capital funds 
transferred from the “Facilities and modernization” appropriations, 
in order that the continuation of these vitally important programs for 
rejuvenation and overall improvement of the physical plant may pro- 
ceed without delay. 


ANALYSIS OF INCREASE IN OBLIGATIONS 


Mr. Chairman, I would like to request at this point to insert page 
40.2, and the chart entitled “Facilities obligations” in the record. 


Mr. Gary. That will be inserted at this point in the record. 
(The material referred to follows:) 
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Post Office Department facilities obligations 
[In thousands of dollars] 





Activity 1959 1960 Increase 
actual estimate ! 1961 over 1960 





Building occupancy: 
Rents and leases. 42,171 47, 419 


Reimbursable site acquisitions 9, 145 7, 502 
Less reimbursements. —2, 532 —3, 500 


Net site acquisitions 6, 613 4,002 
Fuel, utilities and communications. 20, 575 23, 630 

















Total building occupancy 69, 359 75, 051 
Supplies and services 43, 268 46, 034 
Regular capital program 66, 692 68, 250 


Total comparative obligations 2179, 319 189, 335 


























1 Based on 1960 current appropriation. 
3 Includes $15,000,000 of 1959 program obligated in 1958. 


If I may, Mr. Chairman, I would like briefly, with reference to page 
40.2, to explain to the committee the reason for the increases which 
have been requested. 


INCREASE IN BUILDING OCCUPANCY ACCOUNTS 


In the building occupancy accounts, there is an increase of $20,- 
036,000. This is accountable by virtue of, first, the occupancy in the 
coming fiscal year of an estimated 1442 new buildings. This is a sub- 
stantially higher number of buildings than we have ever occupied in 
any given fiscal year before. Of course, it is a result of the moderni- 
zation program. 


Turnkey Prosect, Provence, R.I. 


Secondly, we have the first almost full year of payment of rent for 
Project Turnkey in Providence, R.I. 

As the chairman will recall, on the first day of testimony a question 
was asked about Project Turnkey and a request was made for material 
and data on the caculation of square-foot costs and so forth. If I may 
at this time, I would like to answer that question. 

In the budget presentation, we have not shown, as we do on the 
overall building program, the cost per square foot of interior, plat- 
form and exterior space; as I explained Monday, this is because the 
Turnkey project includes the costs of all the equipment and the main- 
tenance of the facility, both equipment and building, which are not 
common in any other contract. 

For the information of the committee, we have made a calculation 
of these square-foot costs, and would show that the interior space, 
including the equipment, the supervision, and the maintenance, 
202,000 square feet of building, at an annual rental of $2,090,660, 
figures a cost per square foot of $10.35. We allow 70 cents a square 
foot for 29,000 feet of platform, and 20 cents a square foot for 416,700 
square feet of open space. This accounts for $2,194,300 annual rents. 

This can be further detailed by pointing out that the interior space, 
ape: equipment, is caculated at $6.07 a square foot for the basic 

acility. 
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Allowing the same amounts I previously mentioned for platform 
and open space, making no change there, we then add $125,000 for 
taxes, which is the estimate that has been made by our agency and 
the lessor jointly, and we have a rental figure of $1,455,000 basic 
rent. We add to that a total of $739,300 for administration, engi- 
neering, and equipment maintenance. This maintenance calculation, 
added to the rental calculation, gives us the rental estimate of $2,- 
194,300 for the year. 

I should also mention at this point, I believe, that these are our 
closest estimates to date. We have not finally adjusted the agreement 
to lease to reflect any last-minute changes in building or equipment 
cay ae and this will probably not be done until late in the summer, 
just before we take over the building so there could be some additional 
adjustment, either up or down in this rental figure. 

I trust that this will give the committee the answers on the costs 
per square foot that we were asked about. 

I would also like to mention for the record that as far as the calcula- 
tion of a fair rental for this building is concerned, we made what we 
felt was a rather simple and yet completely justifiable analysis. 

We took the estimated cost of the building,. which was $5,372,000, . 
and added the estimated cost of the equipment in total, of $5,485,000, 
added $960,000 for the installation of this equipment, including the 
cabling and wiring that has to be done, and $900,000 for system plan- 
ning, and engineering, $300,000 for testing and commissioning the 
building, giving a total of $13,017,000 rock bottom cost. We added 
a contingency factor of $534,789; the fee to the Intelex Co. for spon- 
sorship and, you might call, entrepreneurship of putting this together, 
of 10 percent, or $1,355,179; and the carrying charges during con- 
struction of $601,668, to arrive at a total absolute maximum cost of 
building, equipment, everything, of $15,508,636. 

Mr. Gary. What size post office is it? 

Mr. Barnarp. 202,000 square feet, sir. 

Did you mean what size relative to other offices? 

Mr. Gary. In mail volume and in population of the city, with what 
other office would it compare ? 

Mr. Barnarp. I am afraid I cannot give you that accurately, but 
we can get it for the record, sir. 

Mr. Gary. How many employees will there be ? 

Mr. Barnarp. I do not have that information either, Mr. Chairman. 
But if you would like, we will get a rundown on the comparability of 
Providence to other offices and the type of mail volume and where it 
would compare in the larger offices in the United States, the number of 
employees and that type of data, for the record. 

Mr. Gary. We would like very much to have that information, and 
also to know more about it. 

You are now spending certain sums in this office. Do you know the 
population of Providence ? 

Mr. Barnarp. No, sir, I do not. Offhand, of course, the Providence 
facility serves considerably more than Providence proper. That*is 
one of the reasons for its installation. It takes in a network of other 
offices around in the mail service area. 

Perhaps the most effective thing, Mr. Chairman, would be to have 
a statement inserted in the record from the Bureau of Operations on 
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the analysis of the choice of Providence. I believe a prepared state- 
ment was released some while back, which would show all of the rea- 
sons why Providence was chosen for this. 


COST AND EFFICIENCY OF TURNKEY PROJECT 


Mr. Gary. We would like also to know the efficiency that is going to 
result from it, in terms of economy and capacity. 

It seems to me that $16 million is a tremendous expenditure for one 
postoffice. 

Mr. Pitxi0on. Iam amazed. 

Mr. Gary. I would like to know just what you are going to gain 
by that expenditure. 

Mr. Barnarp. If I may suggest, when Mr. Plummer testifies from 
the standpoint of engineering, it is entirely possible that he could give 
you the calculations on this type of a system, the installation cost of 
this compared to other installations. 

Again 1 would suggest that we have the Bureau of Operations 
furnish the data on the overall calculations that were made by the 
Department. 

(Nore: Additional information appears on p. 317.) 


REASONS FOR DEVELOPMENT OF TURNKEY PROJECT 


Mr. Guerre. Mr. Chairman, I would like to allude briefly to Mr. 
Sessions’ testimony last year as to the reasons why this project was 
developed, in which he outlined the project to the committee at some 


length, and stressed the pilot nature of this as an operating postal 
laboratory which would give the Post Office Department an oppor- 
tunity to develop and to test out new equipment which it had never 
had before under live mail conditions. 


COST OF PROJECT 


I think, implied in his testimony was a realization that the cost of 
such a postal laboratory would obviously be considerably more than a 
normal, ordinary post office installation. 

Mr. Gary. I am prepared to agree with that, but it would seem to 
me that the cost of this operation is so far out of line, that it would 
require a considerable explanation to justify the expenditure of that 
sum of money. 

I want to give the Post Office Department every opportunity in the 
world to explain it. 

Mr. GittetTe. We will try to give you one. ‘ 

I believe the estimate of the amount of rental to which Mr. Barnard 
has testified was put in the record of the hearings last year when Mr. 
Sessions was testifying on this subject, or was otherwise supplied to the 
committee. 

Mr. Barnarp. I might mention that this contract was entered into 
before our hearings last year, and we have in the record all of the cal- 
culations as they were known at that time also. I think we should 
bring this up to date. 

Mr. Gary. How do the ultimate costs compare with the original 
estimates ? 
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Mr. Barnarp. They are virtually the same, sir. The only differ- 
ence that I can detect in a quick analysis is an additional rental of 
approximately $15,000, which is because we have changed the size 
of the building, and additional land was added, and yet there is a 
decrease in the estimate of the maintenance costs. So I think it would 
balance out very nearly even to what the original estimates were. 

I would like to call to the attention of the committee, in their ex- 

ression of concern for this type of an expenditure, that it is very 
important that you realize that everything is furnished in this build- 
ing in the lease. In a normal lease, we would lease the building, the 
Government would buy the equipment and maintain the equipment. 

This contract calls not only for the building to be furnished but all 
the equipment and the maintenance and upgrading of this equipment 
to be furnished, for a period of 20 years. So, from the standpoint 
of continuing costs, the rental is the only cost we have, because we 
do not have the maintenance factor, which is a very substantial thing 
in any machine-operated plant. 

Mr. Gary. You will have operating cost, will you not ? 

Mr. Barnarp, Yes, sir; we would have operating costs, and all the 
personnel and things like that. But the important difference here, 
and the reason this is so substantially higher than in a normal trans- 
action that we have talked to you about before, is that this is the first 
time we ever put a package together where equipment, building, and 
total maintenance of everything is the responsibility of the lessor. 

I think you will find that the cost on this basis would not be greatly 
different than if we had approached it from the normal angle and 
bought the equipment and maintained the equipment ourselves, other 
than the fact, as Mr. Gillette has pointed out, it is a laboratory allow- 
ing the upgrading of equipment to perfect better mail-handling 
systems. 

Mr. Gary. Is it an experimental project ? 

Mr. Barnarb. It is experimental to the extent, Mr. Chairman, that 
the machinery that we are going to have here has never existed in a 
post office as an integrated system before. 

All of the machinery that is being put in here, now exists. _ 

Mr. Gary. You are not going to try to spend $16 million in every 
city in the United States the size of Providence? 

Mr. Barnarp. No, sir, we are not. 


OPERATION COST OF TURNKEY POST OFFICE 


Mr. Avexanper. What is the annual rent on the Providence, R.1., 
post-office facility ? : 

Mr. Barnarp. The annual rent for the building and equipment, 
including the payment of taxes, is $1,455,000 a year. Added to that 
is the maintenance and engineering costs for continual operation of 
an estimated $739,300 in the first year, or a total of $2,194,300 for 
the first full year of operation. 

Mr. Atexanper. You could expect it to be that amount or greater 
each year for the next 20 years? 

Mr. Barnarp. That is correct, sir. 

Mr. Atexanpver. Would you put in the record the total amount of 
rent that would be paid for the 20 years at that rate 
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Mr. Barnarp. There is no way to calculate this because of the 
maintenance factor. 

Mr. ALexanper. Maintenance ordinarily would go up as equipment 
gets older rather than come down, would it not? 

Mr. Barnarp. Yes. 

Mr. AtexanpeR. Just figure it at that rate. 

Mr. Barnarp. This maintenance includes replacement of complete 
machines and everything else. 

We pay whatever the maintenance cost is. So it would be up some 
years, and down other years. It is not possible at this time to make 
an accurate forecast of what that would be for the full 20 years. The 
rental of the building and the equipment will not vary. It will be 
$1,455,000 a year. 

Mr. ALEXANDER. Plus maintenance? 

Mr. Barnarp. Plus the maintenance. 

Mr. Gary. It is a 20-year contract ? 

Mr. Barnarp. Yes, sir. 

Mr. Gary. And so far, approximately $15 million has been spent 
for the. construction of the building and the installation of ma- 
chinery ? 

ir Bins That is the estimated cost to the contractor when 
he delivers the building this late summer. 

Mr. Gary. What are we going to pay him? 

Mr. Barnarp. We will pay him $1,455,000 a year for the rental 
of the building and equipment, plus the maintenance. 

Mr. Gary. Which takes care of the original cost ? 

Mr. Barnarp. That is right, sir. That will amortize the original 
cost of the building and equipment in the 20-year period. 


OPTION TO BUY AFTER 20 YEARS 


I think it is significant to mention here that the Department has an 
option in this contract to buy the entire facility at the end of 20 years 
for $1 million, which will be the value of the land. 

During the period of the lease, we are only paying a 6-percent return 
on the value of the land, not amortizing its cost at all. We will have 
the right, at the end of the 20-year contract, if the Government 
decides it is appropriate, to buy the complete building for $1 million. 

Mr. Gutette. Mr. Chairman, I would like your permission to insert 
in the record, a copy of the letter that the Postmaster General ad- 
dressed to Members of Congress describing this contract before it 
was let. 

(The letter referred to appears on p. 319.) 

Mr. Gary. We would like to have all of the information we can 
get on the project we are talking about because, at this time, it strikes 
me as being a tremendous expenditure for a place the size of Provi- 
dence, R.I. 


AREA TO BE SERVED BY TURNKEY 


Mr. Barnarp. Mr. Chairman, not changing my previous statement 
that we would insert a full documentation in the record, but may I 
just read from the Postmaster General’s report of 1959, a paragraph 
that states that “this project,” referring to Project Turnkey, “is a 


50436—60——20 
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pioneer development in mechanical mail handling. It will enable the 
Department to improve mail service for Providence and for more 
than 100 other post offices, stations and branches in the area, and 
benefit mail service throughout southern New England.” 

That gives to a degree an idea of the area to be served from this 
building. It is a greater areas, as I mentioned. 

Mr. Gary. When will it go into operation ? 

Mr. Barnarp. Late this summer, sir. 


NUMBER OF EMPLOYEES 


Mr. Gary. How many fewer employees will be required to run this 
office than the previous office ? 

Mr. Barnarp. I think, sir, the information about the number of 
employees to operate it will be included in the statement which we 
will insert from the Bureau of Operations. 


BENEFITS TO BE DERIVED FROM TURNKEY 


Mr. Gittetre. Mr. Chairman, on page 9 of last year’s hearings be- 
fore this committee, there is a statement by Mr. Sessions, then Deputy 
Postmaster General, which I should like to quote as follows: “A con- 
tract has been let for the first Turnkey post office in Providence, R.I. 
This unit will be used both as a post office and as processing laboratory 
on live mail for testing new types of postal equipment and to deter- 
mine operating costs and savings through the use of various types of 
automatic equipment.” 

Then on page 310 of the same hearings, there is a colloquy between 
Congressman Pillion and Mr. Plummer, Director of our Office of 
Research and Engineering, in which Mr. Plummer states, among other 
things, “The Providence Post Office will be a laboratory in nature and 
will provide us with the engineering data and economic studies that 
will aid in the future development of our own work in the post offices 
and in the Department. We will have machines on which to conduct 
experiments and we will have a working post office wherein experi- 
mental machines can be installed once they are proven. It will be of 

eat. benefit in the engineering and development of the post office, 
itself, in the future.” 


AMOUNT OF RENTAL STATED IN CONTRACT 


I believe that the letter which I have asked the chairman’s permis- 
sion to insert into the record, addressed by the Postmaster General to 
Members of Congress, states the amount of the rental of this contract. 

Mr. Gary. Was there any indication in our hearing last year as to 
the amount of the rental ? 

Mr. Prtui0on. Not that I know of. 

Mr. Gittette. I have not been able to find that yet, Mr. Chairman, 
but will continue looking for it. The letter, however, was written 
before the hearings. 

Mr. Barnarp. Mr. Chairman, going back to the discussion about 
the increases in these accounts—— 

Mr. Gary. I think the members of the committee have some ques- 
tions they want to ask concerning this project. 
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I know Mr. Pillion has some questions. 
Let us take those questions at the present time. These are questions 
on Turnkey. 
CONTRACT WITH I. T. & T. SUBSIDIARY 


Mr. Pitxt0n. Is Project Turnkey a contract with the International 
Telephone & Telegraph Co? 

Mr. Barnarp. It is a contract with Intelex Systems, Inc., a sub- 
siidary of I. T. & T. 

Mr. Pixon. It is the same parent corporation that has the fac- 
simile contract, and Mr. Edmund Leavy is the president ? 

Mr. Barnarp. He is no longer, sir. He has retired. 

Mr. Piuuton. Is this setup, the Intelex Corp., organized specially 
for this project ? 

Mr. Barnarp. No, sir. Intelex Systems has been in existence for 
some time. 

Mr. Pritut0on. What is its main business and function ? 

Mr. Barnarp. It is in the business of developing this type of equip- 
ment. The Intelex Systems, Inc., developed and installed all the 
mechanical equipment in many of the European countries—Brussels, 
Belgium, and so forth—and they are in the field of equipment develop- 
ment. 

Mr. Pittton. Is it a foreign corporation ? 

Mr. Barnarp. No, sir. 

Mr. Pituion. A domestic corporation ? 

Mr. Barnarp. Yes, sir. 


TYPE-OF BUILDING CONSTRUCTION 


Mr. Prtuton. What is the type of building construction? What 
type of construction is it? Concrete block, or brick, or what? 

Mr. Barnarp. I believe, to give you an accurate answer, Mr. Pil- 
lion, we should make an insertion into the record later so that I can 
get. you a proper description. It is a masonry building, but it is not 
exposed concrete block construction. 


COST OF BUILDING 


Mr. Pitx10n. I see the estimated cost of the building is $5,372,000 
for 202,000 square feet. That runs up to about $25 per square foot 
construction cost, is that right ? 

Mr. Barnarp. The calculations which were made in the original 
instance show that the basement areas are figured at $12 a square 
foot; the mezzanine areas at $14 a square foot, the first floor area, 
which is the largest area, 126,000 feet, at between $18 and $20 a square 
foot; the control tower $16 a foot; the lubritorium ; $12 a foot; rail- 
road platform $6 a foot; truck platform $8 a foot; air conditioning at 
$2.75 a foot; and paved areas at between 60 and 75 cents a foot. 

Mr. Pitii0on. Was our contract based upon estimated costs or upon 
cost’ plus ? 

Mr. Barnarp. Estimated costs. 


Mr. Piti10on. Do you mean that our amortization is paid upon those 
figures ¢ 
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Mr. Barnarp. On estimates. 

Mr. Pitiron. On those estimates? 

Mr. Barnarp. Yes, sir. And, as a matter of interest to the commit- 
tee, the costs that have accrued to Intelex Systems to date exceed the 
estimates substantially. 

Mr. Gary. Will the gentleman yield ? 

Mr. Piuuion. Yes, sir. 


DESCRIPTION OF BUILDING 


Mr. Gary. How many stories has the building? 

Mr. Barnarp. It is a one-story building with mezzanine construc- 
tion. It is a different type of architecture with large—what they call 
in the construction industry—“barrel type” construction, with a very 
high, arched precast concrete roof. 

The ceiling area, I believe, and I am not sure I am accurate, runs to 
50 feet at the top of these arches in the “barrels”. But it is a one- 
story, one-floor operation. 

Mr. Pitui0on. With a basement ? 

Mr. Barnarp. A partial basement. 

ar: Ghat. You referred to a control tower. What kind of control 
tower ? 

Mr. Barnarp. Well, sir, the whole concept of the operation is a 
control tower in the center of the building, from which a manager 
would direct the movement of all the machinery and the movement 
of the mail through the plant. This tower is located in the center, 
suspended above the floor. 

LAND COST 


Mr. Pruuion. Mr. Barnard, does that $5,372,000—the estimated cost 
of the building—include the land ? 

Mr. Barnarp. No, sir. The land cost is in addition to that. It is 
figured, I believe, at $493,000 for purchase of the land. 

r. Pmxion. Was that purchased by your Department and then 

assigned to the Intelex Corp. ? 

Mr. Barnarp. This was optioned by our Department and the option 
assigned to Intelex. 

TAXES 


Mr. Piiui0on. The taxes, amounting to $739,000 per year—is that 
the figure ? 

Mr. Barnarp. No, sir, the taxes are $125,000. The $739,000 is the 
cost of the maintenance and engineering. 

Mr. Pituton. And those taxes are local, city, and county taxes? 

Mr. Barnarp. Yes, sir, they are the regular taxes paid to the local 
community—ad valorem taxes. 

Mr. Piuuion. Is that a contract for taxes, or is that just a yearly 
assessment, subject to increase ? 

Mr. Barnarp. It is a yearly assessment, subject to increase, but in 
discussions with the taxing authorities in Providence, the Government 
has been given a preferential rate and that is indicated to be retained 
on a preferential basis. 


I cannot, however, state that for 20 years the taxes will not go up. 
Mr. Prition. In other words, the assessors could not do that? 
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Mr. Barnarp. That is right. They could not commit beyond the 
present year. 

Mr. Pituton. If taxes for the Providence area double in the next 
10 years, the $125,000, I presume, will also double; is that right ? 

Mr. Barnarp. The request would be made to increase them propor- 
tionately, and the Government would expect to negotiate with the city 
to arrive at the lowest tax rate possible. 

Mr. Prtxion. An under our contract the increase in taxes will not 
be absorbed by the Intelex Corp. but will be absorbed by the Govern- 
ment; is that right? 

Mr. Barnarp. That is right, sir. 

Mr. Prtuion. They are not taking any chances on their profit or 
their income being lessened any by any increase in taxes, as the Fed- 
eral Government will absorb the taxes. 

Mr. Barnarp. This is a normal type of inclusion in any lease con- 
tract. We use what we call a tax base, predicated on the first year’s 
taxes, and the Government pays any increase in taxes. 


BUILDING CONTRACTOR 


Mr. Pitui0on. By the way, who are the building contractors. Is it 
a contract between one building contractor and the Intelex Corp. or 
was it a series of contracts between the Intelex Corp. and a number 
of subcontractors or partial contractors ? 

Mr. Barnarp. I believe, sir, that the contract is with one general 
contractor. 

Mr. Prtx1on. What is the name of that contractor? 

Mr. Barnarp. I do not know the name. I will get it to insert it in 
the record. 

(The information follows:) 

The name of the general contractor for the erection of the facility is the 
Gilbane Building Co., of Providence, R.I. 

Mr. Pitxron. Is that a subsidiary of the Intelex Corp. ? 

Mr. Barnarp. No, sir. It was awarded on the basis of competitive 
bids by the Intelex Corp. 


EXTENT OF MECHANIZATION 


Mr. Prion. Is this installation complenly mechanized ? 
e 


Mr. Barnarp. Yes, sir; as close to complete mechanization as the 
state of the art allows today. In other words, there are some items 
of equipment that are what we would call semiautomatic and others 
that are fully automatic. 

Mr. Prxui0on. Has all this equipment been approved by Mr. Plummer 
and his Research and Engineering Department ? 

Mr. Barnarp. Yes, sir; and all the equipment that is being put in 
here, as I mentioned earlier, exists today. In other words, it is not 
newly invented. It exists today and is located in various post offices, 
both here and in Europe. 

_ Mr. Pitt1on. How much of this equipment has been developed and 
is owned by the Intelex Corp. ? 

Mr. Barnarp. I believe, sir, that Mr. Plummer should answer that 
question. I donot know the ratio. 
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NUMBER OF EMPLOYEES REQUIRED 


Mr. Pitiron. You do not have, offhand, the estimate of the number 
of employees that will be required to operate this facility ? 

Mr. Barnarp. No, sir; I do not. 

Mr. Gary. Will the gentleman yield ? 

Mr. Pinion. Yes, sir. 


TYPE OF SORTER. TO BE USED 


Mr. Gary. Will this project have the Burroughs sorting machine 
in it? 

Mr. Barnarp. I do not believe so. I think that they will use the 
Bell sorters, which is one of the ones in the Washington post} office. 
I believe the committee has seen that sorter in operation. The Bell 
sorter was invented by the Intelex Corp and installed first in Europe 
and will be installed in this Providence building. 


NUMBER OF EMPLOYEES IN PROVIDENCE POST OFFICE 


Mr. Pirnuion. May we have for the record the number of employees 
that are now in the Providence post office that are now working there / 

Mr. Barnarp. Yes, sir; we will see that that is in the record. 

The information supplied appears on p. 318.) 

Mr. Pixtion. There must have been some estimate—I am sure that 
there is somewhere—of the number of employees that would be re- 
quired to handle this facility. In other words, the whole cost ac- 
counting system, in the wisdom of spending this money, must be 
based upon the expected saving in manpower between the present 
number of employees and the prospective number of employees under 
this mechanized facility. Is there not some estimate of what we ex- 
pected to gain by reason of the reduction in the number of employees 
upon which this whole idea was based ? 

In other words, you just do not spend $16 million without ex- 
pecting some return for it, some way of amortizing it, some way of 
saving it. That, of course, primarily would be based upon the dif- 
ferential between the employees under your present post office and 
the employees that would be required to operate this new facility. 

Mr. Barnarp. As I mentioned earlier, Mr. Pillion, I am not quali- 
fied to-answer the question about the operation or the employees, but 
we will see to it that the question is answered and inserted in the 
record. 

EQUIPMENT AND ENGINEERING 


Mr. Priuron. All this equipment is being purchased and paid for 
by the Intelex Corp.; nothing is owned by the U.S. Post Office 
Department ? 

Mr. Barnarp. During the term of the lease, that is correct, sir. 

Mr. Prmuion. Cabling and installation, I see, amounts to $916,000. 

Mr. Barnarp. That is right, sir. 

Mr. Pruion. The engineering, I see, is $900,000 added to the rest 
of it. Was there an independent engineering corporation to engineer 


this? 
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Mr. Barnarp. No, sir. This is the reason we employed the Intelex 
Systems Co., because they are the engineers of the equipment and are 
the engineers of the integrated system. 

Mr. Pruuton. So they are charging $900,000 to engineer the place- 
ment of this equipment that already is in being, already is workable, 
and some of it is owned by them. They sell it to themselves, I suppose, 
at a handsome profit. Then in placing the machinery there, they 
charge an engineering fee for it. In other words, is there duplica- 
tion there of engineering fees plus profit on the machines that: they 
would sell to vou or would lease to you? 

Mr. Barnarp. I do not believe so, because I think the important 
facet here is to understand that this fee for system planning and 
engineering refers to the integration into a single system of the 
various pieces of equipment which have heretofore been operated as 
individual pieces. It has never before in history, either in this coun- 
try or anywhere else in the world, been integrated into a single system. 
So this charge of $900,000 is for the engineering and industrial talent 
to make it work as an integrated system. Therefore, I do not see 
any duplication of charges of what, for example, they paid themselves 
for engineering the Bell sorter, which we spoke about a moment ago, 
going intothissystem. It isa matter of time—— 

Mr. Piuuion. They get paid for connecting the Bell sorter with 
another machine or some other item, they get paid for that and that 
is $900,000 ? 

Mr. Barnarp. Yes, sir. 

Mr. Pritui0Nn. In other words, the selection of the machinery and 
the placement of it, and so forth, that is the charge? 

Mr. Barnarp. And the design of the system. 

Mr. Pruiion. And the design of the system. 

You have an item of $300,000 for testing. What is that last item? 

Mr. Barnarp. Testing and commissioning. This, in other words, 
is the cost of their operation of the facility before it is turned over 
to us to make sure that everything is operating and then, what you 
might call the first warranty, to see that everything is all taken care 
oo operating properly without charge of maintenance for any 

efault. 

Mr. Pitu10n. And that, too, is the Intelex System ? 

Mr. Barnarp. Yes, sir. 

— There is a contingnecy of 5 percent, amounting to how 
muc 

Mr. Barnarp. $534,789. 

CONTINGENCY 


Mr. Prtu10n. Who is that contingency to be paid to? 

Mr. Barnarp. All of these estimates are costs to Intelex for pro- 
ducing this product. The contingency is an item that is put into any 
normal contract calculation for overages or unusual expenses not 
calculated in the basic items. In other words, the building, itself, 
might exceed the $5,372,000, the equipment might exceed the estimate 
for that, and so forth, and a contingency calculation is made in any 
contractor’s figures for cost of a development. 

Mr. Prtx10Nn. That is to be paid to Intelex? 
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Mr. Barnarp. I am afraid you are perhaps confused, Mr.. Con- 
gressman, because this is not an item that is being paid to anyone 
by the Government. This is a part of the calculation of total cost 
of $15,508,000 against which we made an amortization to arrive at 
the rent. In other words, we are paying no one. We are not drawing 
a check for $5,372,000 for the building and so much for the equipment 
and so much for the contingency. 

Mr. Prii0n. I understand that. 

Mr. Barnarp. The contingency is merely a calculation in the overall 
construction calculation which is a normal item to be included in 
such figures. 

Mr. Pixtion. I am just trying to find out how near to actual dollars 
the construction estimates are; in other words, how it is built up and 
how you build up the amortization, because the amortization is based 
upon your estimate of cost of construction. The higher I can boost 
my estimates of cost of construction and the more items I can put 
into it, the more I can raise my annual $2 million amortization. 

Mr. Gary. But we are not paying for it, as such. We are paying 
for it in amortization. In the long run, we are paying for it. 

Mr. Barnarp. The contingency is a 5 percent calculation in the 
cost up to that point. The contingency might be paid to the contrac- 
tor building the building. It might be paid excess time in the de- 
velopment of the system, which would be an engineering charge. It 
might be paid in the extra costs due to higher overall costs for the 
fabrication of the equipment. It is a contingency fund which is an 
overage fund added to their minimum estimate. 


COST OF TURNKEY 


I would like to mention just one further thing, if I may, again, 
that this $15,508,000 has proved to be a rather gross underestimate 
and, I am sure, if the committee so desired, the figures of the actual 
costs at the time of delivery rendered by the Intelex firm could be 
made available to this committee. I am sure that you will find that 
the costs considerably exceed $15 million. 

Mr. Pitti0on. In view of our huge modernization program, I am 
sure that something like that would be in order. 

Meanwhile, I yield to the gentleman. 

Mr. Steep. Do these calculations you are now referring to become 
actual when this is all finished ? 

Mr. Barnarp. I am not sure I understand the question. 

Mr. Steep. The actual amount spent at the completion of the job, do 
you use that in the future or is it all based on these calculations? 

Mr. Barnarp. May I answer that in a theoretical way to say this: 
That our calculation of $1,455,000 a year rent is predicated on a 20-year 
amortization at a 534-percent interest rate of this total investment, 
except for the land. If this building should cost them $50 million 
instead of $15 million, our rent does not change. 

Mr. Streep. That is what I wanted to know. 


TEN-PERCENT CONTRACTOR’S FEE 


Mr. Prtuton. The entrepreneur fee of 10 percent, a good old French 
term which connotes taking a risk, I wonder where the risk is here? 
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Mr. Barnarp. The costs involved up to the point where the fee is 
added into the calculation are actual out-of-pocket expense for the 
procurement of building and equipment, and engineering. In other 
words, the contract with the general contractor—— 

Mr. Piixt0on. That is very similar to a contractor’s profit? 

Mr. Barnarp. That is right, sir. 

Mr. Pitxi0Nn. He estimates a 10-percent profit. 

How is the $2,194,000 figured? What isthat based on? 

Mr. Barnarp. $1,455,000, the rent for the building and equipment 
per annum, is the calculation of amortization of the $15,508,636 over 
a period of 20 years at an interest rate of 534 percent, plus the tax base 
of $125,000, plus a 6 percent return on the land cost. That is $1,455,000 
a year. 

i. addition to that, there is the figure for maintenance and continued 
engineering in the operation of the plant, which brings it up to the 
total amount. 

MAINTENANCE CHARGES 


Mr. Pitt1on. And the $739,000 for administration or engineering 
and equipment maintenance, is that a firm figure? Could it be more 
or could it be less? 

Mr. Barnarp. No, sir; that is a figure which is calculated each year, 
and the contract calls for the submission by the contractor, by Intelex, 
to the Department in advance of each new year, a summary of their 
estimate of the maintenance costs, itemized, to our auditors and includ- 
ing the internal auditors of the inspection service for advance review. 

If the Department agrees with the calculation, that becomes the 
base for the operation for the next year. If we disagree, in other 
words, if we feel that they are charging excessively or putting a cost 
for maintenance in there that is unnecessary, we would challenge it 
in advance and disallow it. All of the maintenance calculations are 
subject to complete audit by the Government at all times during every 
year, and the books of the corporation are open to the Government 
for these audits. 

Those audits are not only for the Department, itself, but for the 
General Accounting Office and any other authorized auditor. 

Mr. Prion. The $739,000, then, would include, I presume, a profit, 
a management profit, of some kind to the corporation, wouldn’t it? 
It would have to? 

Mr. Barnarp. The maintenance cost, very briefly summarized, is 
based on actual costs or “card” time for their employes on the job. 
In other words, out-of-pocket expense plus 8 percent. 


EXAMINATION INTO VALUE OF MODERNIZATION PROGRAM 


Mr. Prut10on. I would be very much interested, before we get too 
far into this modernization program, where we have a considerable 
amount to be invested, and the other project started in Oakland or 
contracted, I think it would be in the interest of everyone, to have this 
particular operation examined into most thoroughly, from A to Z; to 
determine whether in your modernization program it is really worth- 
while, whether it is going to be a saving, and whether this is the right 
line of approach to make to it. 
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I am very much interested in finding out the number of employees 
and how you are going to amortize this thing so it will be of some 
benefit to the taxpayers and to the postal service. This committee 
would be in a terrible position of being subjected to criticism if this 
turns out to be a rather bad contract. 

I think, Mr. Chairman, and gentlemen of the committee, this par- 
ticular project. requires a thorough, microscopic, examination because 
it is the first one and we ought to know where we are going. 

Mr. Gary. In addition to that, Mr. Pillion, don’t you think, before 
you can get full information, it will require a period of actual oper- 
ation so we will know how it will actually work out in practical 
application ¢ 

Mr. Pirii0Nn. That is right, besides the estimates. We should know 
exactly what we are doing before we go into a tremendous program. 

Providence, R.I., I think is a city of about 200,000. The idea of 
spending that much money in an area of that population comparably 
throughout the country would present a figure that would be stagger- 
ing, unless you can show the saving in the number of employees, and 
the decrease in operational costs. 

We do not have those figures at the present time, and we are com- 
pletely at a loss to make any estimate of the worthwhileness of this 
project. 

Mr. Gary. I thoroughly agree with the gentleman. 

Mr. Barnarp. Mr. Chairman, I would like first to say that this is 
of greatest concern to the Department also. You will find complete 
cooperation within the Department for you to get any information you 
desire on this. 


TWO EXPERIMENTAL POST OFFICES PLANNED 


I think it is significant to mention, however, to make sure that the 
committee knows clearly, that the Turnkey project was undertaken 
as a single project. The only one. Following the development of 
this concept and entering this contract, the Post Office Department 
officials, together with the Advisory Board of the Department ap- 
pointed by ‘the President of the United States, reviewed the potential 
advantages of finding new mail handling systems, and at the recom- 
mendation of the Advisory Board we determined that a second facility 
should be developed as completely different from this building as we 
could possibly manage it. 

There is absolutely no intention on the part of any official of the 
Department to enter into additional projects of this type. 

Mr. Gary. What is the other one? 

Mr. Barnarp. Project Gateway in Oakland. 

With these two in operation we feel we will have as complete 
coverage in the development of mechanical mail handling systems as 
a laboratory, as Mr. Gillette mentioned earlier, together with studies 
of different types of mail problems, Oakland with its tremendous 
parcel post and overseas coverage, Providence being typical of a 
congested metropolitan community, with the 100 offices satellite to it. 

But there is absolutely no intention of going any farther than two 
of this type of project. 
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I think it is important, too, to realize that in future projects which 
might encompass this same type of equipment systems in a building, 
the cost would have to be grossly lower than this cost, because this 
involves the inventiveness, the research, the development—all of it 
packaged into one thing. We would never make these installations 
in any other location unless the cost could be completely justified on 
the basis of that operation. 


COMPARISON OF TURNKEY WITH GATEWAY OPERATION 


Mr. Gary. What is the difference between this operation and the 
Gateway operation ? 

Mr. Barnarp. The Gateway operation, I think, will be covered in 
more detailed discussion tomorrow by Mr. Plummer, as this is a 
research project. But I am quite familiar with the general concept 
and I will give you very quickly this statement, that virtually all the 
equipment to go into Gateway has yet to be invented. 

The contract with Food Machinery & Chemical Corp. is to invent, 
develop, and research the equipment for mail handling. The com- 
pany is, in a sense, prohibited in its contract from using anything 
other than the most basic concept.that would be in any known, existing 
machinery today. 

Mr. ALExANDER. How much is that contract for ? 

Mr. Barnarp. I think we should wait and let Mr. Plummer cover 
that. Itisin his testimony. 

Mr. Gary. Has that contract been entered into? 

Mr. Barnarp. The first phase has been entered into, I understand. 

Mr. Giterre. That was testified to on the first day by Mr. Sum- 
merfield, in his opening statement, the Gateway project. 

Mr. Puut0n. That is just engineering; isn’t it ? 

Mr. Gitterre. And research and development; yes. 

Mr. Piuron. I understand, Mr. Barnard, this is a pilot operation 
in Providence, and we must make allowances for it. But I still main- 
tain that we must thoroughly examine into it so that we know where 
we are going. 

Mr. Barnarp. I completely agree, Mr. Pillion. 

Mr. Pixion. I realize there must be allowances for the new con- 
cepts in engineering. I think allowances should be made there, and 
allowances made even for reasonable errors and for reasonable mis- 
takes. But, nevertheless, we must know where we are going in the 
future before we get too far off base. 

Mr. Barnarp. I completely agree. 

I would like to mention, Mr. Chairman, to more directly answer 
your question of a moment ago, that the further difference in the 
Gateway project is that the early stages are research and develop- 
ment. Included in their development will be the preparation of final 
working plans and specifications for the building to house the opera- 
tion, and the prototype models of all the machinery to go into it. 

At that particular juncture in the contract, when that is developed, 
the Department will go out to competitive bids for the construction 
of the building on a lease basis. 

Mr. ALExANpDER. That has already been done; hasn’t it ? 

Mr. Barnarp. No, sir. 

Mr. Gary. When you say a contract has been entered into for the 
first phase, what do you call the first phase of it ? 
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Mr. Barnarp. If I may defer to Mr. Plummer whose contract it is, 
Mr. Chairman, it would be better. But to conclude this idea, the 
building will be awarded on the basis of competitive bid for the long- 
term lease, and the equipment whick will be developed by Food Ma- 
chinery & Chemical Corp. and on which the Government will own 
all of the patents will be stated by Food Machinery as a specific price 
to buy the equipment, and the lessor who bids the lowest dollar price 
for the lease of the building and equipment which he will purchase 
from Food Machinery will be given the award. 

This is not the same kind of a package transaction that Turnkey 
was, where it was one firm negotiated with for the whole package. 
This will be put out to competitive bids by the device of working 
itasIexplained. This is a significant difference, in our mind, because 
it does allow the development of machinery, and so forth, under one 
og and then the ultimate building to be handled on competitive 

ids. 

Mr. Gary. Mr. Steed, have you any questions on Turnkey ¢ 


MAIL HANDLING CAPACITY OF TURNKEY 


Mr. Steep. Do you have any information as to whether this project 
contemplates maximum and minimum capacities of mail that this op- 
eration might handle? 

Mr. Barnarp. I do not have that, but that can be inserted into the 
record. All of those calculations are made I am sure. 


FUTURE SAVINGS FROM TURNKEY 


Mr. Steep. Do I get the idea correctly that the main reason why all 
of this money has been spent here is that the prime dividend you 
expect to get back is the sort of information which will save money 
throughout the country in years to come, by teaching you what not 
to buy or what you do buy, what you can expect from it. If any of 
these machines can be proved to be economically feasible, that you 
would anticipate, when they came into production phase as against 
the experimental or prototype phase, that the ultimate cost would 
be much less than you now have to pay for these items. In other 
words, you have about $5 million worth of equipment in the building, 
and assuming that the experiment proved it all worked economically 
and could be adapted throughout the country, you wouldn’t expect 
the next post office of this type to cost $5 million for the equipment ? 

Mr. Barnarp. I think that is a very reasonable assumption. 

Mr. Steep. And because of that, because you need this information, 
the real dividend you will get out of this is not in terms, dollarwise, 
of the project, itself, but from the information that flows from it to 
guide all of your future decisions? 

Mr. Barnarp. I think that will be a very large part of the benefits 
to be accrued. 

Mr. Steep. It could be possible that you will get some answers out 
of this that will save many times over the cost, even though this was 
a total loss, itself? 

Mr. Barnarp. That is very definitely an important part of this. 
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TRAINING OF PERSONNEL FOR TURNKEY 


Mr. Steep. I have one other question. 

When you build a thing of this sort, I assume that the people who 
operate it are going to have to be trained. Who has the cost and re- 
sponsibility of training the people who will actually operate this 
turnkey project, the Post Office Department or the contractor ? 

Mr. Barnarp. No, sir; the Government is training people on the 
equipment right now, with prototype units and training devices fur- 
nished by the contractor. In other words, on a key-driven apparatus 
they have given us the training equipment to train the people and this 
training program has been going on for some months now. 

Mr. Strep. Then what is going to happen to the older or present 
employees in the office there? 

Mr. Barnarp. They are the ones that are training. 

Mr. Steep. That is all. 


GOVERNMENT EXPENSES PRIOR TO COMPLETION OF TURNKEY 


Mr. Auexanper. Mr. Barnard, in the concept of the automatic post 
office problem, up until the date you accept it for rental how much 
money will the Federal Government put into this operation ¢ 

Mr. Barnarp. Only the cost of training, as Mr. Steed mentioned a 
moment ago, and the time involved in postal personnel working with 
the Intelex people in studying mail volumes and mail handling, and 
so forth, in joint development. 

Mr. Avexanper. In other words, you did not put any money in the 


land, nor have you advanced any money on the building or in the 
equipment for their use until it is complete? 
Mr. Barnarp. That is correct. 


REPLACEMENT OF EQUIPMENT 


Mr. ALExANpDER. Under the maintenance, which for the first year I 
believe you estimate at $739,000, suppose the equipment that is now 
installed does not work or is not satisfactory, and it has to be com- 
pletely taken out and replaced by some other type of equipment. 
Who will bear the cost of that should it happen ? 

Mr. Barnarp. If I may, I would answer the question this way, that, 
again, all of the equipment that is going in here has been in use for 
some time so that we have knowledge that all of the equipment can 
work and work efficiently. 

The replacement of equipment, one piece for another, would be 
paid for by the Government. But our expectation, our complete 
expectation, is that this will only take place in the event that we find 
improvements and better equipment to install, in which case we would 
remove the less desirable and install the more desirable. 

Mr. ALEXANDER. In other words, you hope that all the equipment 
will work, and if it does not the Government will have to replace it 
with whatever additional cost is necessary to buy the new equipment 
to put in it? 

Mr. Barnarp. That is correct, sir, unless there be a deficiency in the 
equipment, itself. Again, I don’t want to be too repetitive, but know- 
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ing all these pieces of equipment and having used them ourselves, we 
do not have fear that the equipment will not work. 

It is working in Washington, D.C., it is working in various offices 
right now. Certainly if the equipment, by virtue of the way it was 
installed or the way it was fabricated failed to operate, that is the 
responsibility of the lessor. 


EXPERIMENTAL NATURE OF TURNKEY 


Mr. Atexanper. In other words, the main difference between the 
Turnkey post office and the post office here in Washington is the 
arrangement of the machinery, spacing it, placing it in position where 
they feel that it will give the maximum service with the least em- 
ployees, and so forth. That is the only advantage that you will learn 
out of that post office that you do not already know by the use of 
automatic post office here in Washington; is that a true statement? 

Mr. Barnarp. No, sir; that is not completely true, because as I men- 
tioned to Mr. Pillion a few moments ago, the most significant thing 
involved here is the design of a complete, mechanical, integrated sys- 
tem. The theory of this office is that the mail will come into the build- 
ing from the truck and rail platforms, and to the extent possible it 
will not be touched between the time that it comes in and when it 
goes out. 

Of course, you recognize that this is an overstatement because we 
do not have machines today capable of taking the movement of mail 
from start to finish without being touched. 

But what I am getting at is that the entire system will be machine 
operated from the platform. In Washington the mail comes in and 
goes out of the building in a completely manual form. What we have 
done is to relieve employees of the hand or manual chores within the 
office by the use of letter sorters and facer-cancelers and that sort of 
thing. 

But in this Providence building you will have the mail moving, not 
by hand or by manual methods but by machine, from the platform 
through the entire system of sorting and distribution and back out 
for ultimate distribution. 


CONTRACTS FOR TURNKEY AND GATEWAY 


Mr. Atexanper. Was the decision to build both of these offices, at 
Providence and Gateway at Oakland, made at the same time ? 

Mr. Barnarp. No, sir. 

Mr. Avexanper. Were the contracts entered into on different dates? 

Mr. Barnarp. Yes, sir. The Turnkey contract was entered into in 
December 1958, and the contract on Oakland, the first beginning phase 
which was the accumulation of basic material to present for further 
consideration, was entered into this last summer. I don’t remember 
the exact date, but I think in July or August. 

Mr. Aexanper. Could the Government or the Post Office Depart- 
ment. stop now on the carrying forward of that contract if you decided 
it was not to your advantage, without a penalty of some kind, on 
Gateway ? 
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Mr. Barnarp. I would like to defer to Mr. Plummer in his testi- 
mony tomorrow as this is his contract. I think he could speak to the 
specific provisions better than I can, sir. 


VALUE OF MODERNIZATION 


Mr. Avexanver. I realize this is a testing ground but also feel this 
is a matter that ought to have the closest scrutiny and before we move 
too far forward on the other contract, if you can hold up, I feel that 
certainly ought to be done, until this committee, at least, gets all the 
facts about it and looks into it. 

That is all Ihave, Mr. Chairman. 

Mr. Gary. Unless there are some further questions on this particu- 
lar “turnkey” project at this time, we will adjourn until 9:30 tomor- 
row morning. 


NUMBER OF EMPLOYEES TO BE USED IN TURNKEY 


Mr. Pittton. Mr. Chairman, would it be possible to obtain some 
idea of the number of employees to be used in this new facility, that 
this whole thing was based on, for tomorrow ? 

Mr. Gitterre. Mr. Pillion, we will certainly try, in line with our 
desire to cooperate fully with this committee. I would like, however, 
gentlemen, to emphasize the points, since we have always dealt so 
frankly with this committee, that the “turnkey” project was not en- 
tered into with the idea of demonstrating savings so much as demon- 
strating the operational feasibility of this type of machinery for 
future use. 

I would not want you to leave the meeting today, Mr. Congressman, 
with the thought that we anticipated substantial or any significant 
savings when we entered into the contract. I know that if Mr. Ses- 
sions were here, he would make a very strong point of that. That is 
the reason I mentioned it. 

Mr. Pitiion. I want to compliment the Department on their at- 
tempting to bring about this modernization, this saving. I truly 
mean that. I think it is a step in the right direction. On the other 
hand, unless we do make some saving, then it becomes a different 
situation, and we have to look at it differently. 

But I certainly want to compliment your Department upon your 
attempt, even if it is a failure—if it is a failure, however, we want to 
know it now and not 5 years from now. 

Mr. Barnarp. We may not be able to demonstrate a saving in an 
attempt to develop a pilot plant, however. 

(The following statement was subsequently furnished to the com- 
mittee :) 

THE TURNKEY Post OFFICE, PROVIDENCE, R.I. 


The turnkey post office now being constructed at Providence, R.I., will serve 
a present population of a little more than 1 million people. This facility will 
process daily at its inception approximately 1.5 million to 2 million pieces of 
mail originating at and destined for Providence and 81 other post offices located 
in the surrounding area. This is about 50 percent more volume than normally 
handled by the Providence post office. The population to be served by this 
facility compares with that served by such post offices as Baltimore and 
Pittsburgh. 
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This project was authorized primarily to serve as an operating laboratory 
where experimentation with new machines and technological advances in mail 
handling could be conducted. The primary benefits that will be derived are 
intangible and in the form of engineering experience and know-how which is of 
utmost importance to guide the Post Office Department in future major mechani- 
zation of the postal service. While undoubtedly economies resulting from the 
operation of this facility will be forthcoming, the extent of such economies are 
difficult to accurately forecast at this time. 

At the present time there are 1,366 employees in the Providence post office. 
During the first year of operation this employment will absorb approximately 27 
mail handler man-years annually for work presently being reimbursed to the 
New Haven Railroad by the post office. During this time, it is planned to 
transfer some workload and man-hour allowances to the turnkey facility from 
other congested post offices. This will help to solve the space problems at many 
of these offices. By eliminating this congestion, it will result in improved mail 
service and reduce cost at these post offices. This is cited merely to illustrate 
that “turnkey,” when seen in its proper perspective, is a part of an overall pro- 
gram of modernization of the postal service. It is not possible at this time to 
appraise the value of all phases of postal service affected by this facility or to 
isolate accurately the overall financial advantages accruing from its use in the 
area. 

In embarking on the turnkey project, the Department has taken into account 
the potential manpower savings and efficiencies that will accrue from the opera- 
tion. These direct savings are estimated on the basis of being able to handle 
more mail volume per man-year of employment. After a reasonable shakedown 
period, a minimum reduction of 50 man-years seems possible, and with experience 
this saving may be more than doubled. Naturally, as is always the case in major 
mechanization, a certain amount of time will be required to adjust our service 
and train employees to translate principle into practice. 

The selection of Providence in preference to three other proposed locations as 
the site for construction of a “turnkey” post office was made because: 

1. The mix of mail that would be handled at Providence was more suitable 
for an experimental mail processing laboratory than any of the other cities 
considered. 

2. The population growth of the area was steady and was expected to remain 
so—no drastic fluctuations. 

3. The area transportation resources were mixed and transportation was good. 
Transfer from rail to other means was normal. 


4, Service to resort areas was well established and steady, with no great 
fluctuations expected. 


Mr. Gary. The subcommittee will now recess until 9:30 tomorrow 
morning. 


Frmay, January 15, 1960. 
Mr. Gary. The committee will come to order. 


INFORMATION SUPPLIED CONGRESS ON TURNKEY PROJECT 


Mr. Gutetre. Mr. Chairman, I ask permission to make a further 
comment on the Turnkey project, in view of the discussion on the 
Turnkey contract. 

Lest any member of the committee be under the impression that the 
Post. Office Department has not fully informed this committee of the 
development aspects of this project, I would like to point out that on 
page 17 of the 1958 annual report there as a reference to this project, 
which report came out before the hearings on the 1959 budget, and on 
pages V, 13, and 14 of our 1959 annual report, which was very re- 
cently released there were further references to the project. 
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Also, in the 1959 appropriation hearings before this committee, on 
page 7 there was a reference to this project, in February 1958; and 
again in February 1959, when we appeared before this committee the 
hearings on the 1960 budget will show on pages 9, 285, and 310 ref- 
erences to the turnkey contract. : eo : 

Finally, Mr. Chairman, I would like your permission to submit for 
the record a letter which was addressed to the chairman of the com- 
mittee on Appropriations and to the chairman of this committee as 
well, and also Congressman Murray, chairman of the Post Office and 
Civil Service Committee of the House, and to the chairmen of the 
Senate Appropriations Committee, and the Senate Post Office and 
Civil Service Committee. 

This letter is dated January 15, 1959, and was sent 3 weeks before 
the 1960 appropriations hearings, and did refer to the rental cost of 
the project, as well as giving a complete description of the project. 

I would like now to submit this letter for the record. 

Mr. Gary. Without objection, it will be inserted at this point in 
the record. 

(The letter referred to follows :) 

JANUARY 15, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D.C. 

DEAR Mr. CHAIRMAN: In December 1958 the Post Office Department received 
a proposal from Intelex Systems, Inc., a subsidiary of International Telephone & 
Telegraph, to construct and lease to the Post Office Department a completely new 
type of mail processing plant at Providence, R.I. This proposal was developed 
as a result of many months of study into postal operations and a particularly 
detailed analysis of the mail-handling problems in the Providence area. 

I am pleased to tell you that this proposal has been carefully reviewed and a 
contract, completely satisfactory to this Department, has been developed and 
will be formally accepted on January 22. 

This contract makes possible for the first time in the United States the com- 
plete mechanization of a working post office in a metropolitan area handling all 
of the functions of a conventional postal installation yet serving as a laboratory 
for highly advanced experimentation in mail-handling methods and systems. 
Detailed cost analyses will be maintained for this operation. We feel that the 
expense of the contract will be saved over the period of the lease as our research 
activities will be strengthened through our ability to evaluate equipment and 
methods as parts of an integrated system rather than being limited to piecemeal 
experimentation. 

The new post office at Providence will be located on approximately 13 acres 
of land. The main building will contain 132,300 square feet principally on one 
floor. A second building of 6,600 square feet will house a vehicle lubritorium. 
The balance of the site will be improved for driveways, maneuvering area, truck 
parking, and off-street parking for patrons and employees. A helicopter landing 
of 8,000 square feet will be located adjacent to the main building. This modern 
facility has been designed to accommodate the most recently developed mail- 
handling equipment. Parcels, as well as letter mail, will be sorted by machines as 
part of an overall synchronized mechanical system which will move the mail in 
and out of the plant. One unique feature of building construction and equipment 
fabrication will be the use of overhead conveying apparatus for the storage and 
movement of mailbags, thus eliminating waste of vital floor area which exists in 
present conventional facilities. 

Through the use of mechanical handling systems in every phase of the mail 
distribution function, patrons may expect marked improvement in their mail 
service, employees will be relieved of much of the physically strenuous aspects of 
present handling methods, and general upgrading of the postal operation will 
result. F 

No career employees of the Post Office Department will lose their jobs because 
of the broad application of mechanical devices. Rather, the skills and experience 
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of these people will be better used, with elimination of tedious manual labor and 
a greater volume of mail may be handled more quickly, efficiently, and economi- 
cally. 

Our contract with Intelex Systems provides for completion of the entire plant 
by late summer 1960. All equipment, as well as the building, will be owned and 
maintained by Intelex and will be leased to the Department for a period of 20 
years. An important feature of the lease agreement is the option extended to the 
Government to purchase the entire facility at the end of the lease should such 
action be desirable. The final terms of the lease will not be completed until 
after construction has progressed; however, the annual rental to be paid 
beginning in fiscal year 1961 will be approximately $1.4 million, including full 
payment of local real estate taxes. 

Intelex Systems, Inc., will be paid for the complete maintenance of the facility, 
including equipment, on the basis of audited vouchers of actual expenditure, in 
addition to the basic rent. Included in the maintenance phase of the contract is 
the agreement that intelex will continue over the period of the lease to work 
with the Department in the upgrading of equipment and methods to provide at 
all times the most modern systems available for mail handling and distribution. 
In this way the Post Office Department will have continuing use of the outstand- 
ing engineering abilities of the Intelex Co. to further progress in this vital field 
of postal development. 

I appreciate your constant interest in the postal service and I am sure you will 
agree that this contract between the Department and Intelex Systems, Inc., is a 
signiftcant step forward in our program for improvement in mail handling and 
distribution. 

Cordially, 
FE. O. Sessions, Deputy Postmaster General. 


PLANS FOR POSTAL FACILITY IN TOLEDO, OHIO 


Mr. Gary. Mr. Barnard, I have a letter from a colleague, Repre- 
sentative Thomas Ludlow Ashley, of the Ninth District of Ohio, in 
which he inquires as to the plans for the postal facility in Toledo, Ohio. 

It seems, according to his letter, Mr. Murray had some correspond- 
ence with you last year with reference to the matter, and you replied 
to him: 

Toledo is a major metropolitan area, which, with bad congestion, seriously 
hampers efficient mail handling. Most certainly it is one of those communities 
which needs attention. The studies which have been made to date clearly 
indicate the need for a new postal facility in Toledo, of substantial size. How- 
ever, definitive studies cannot be made until the project is possible of accom- 
plishment, with the availability of proper mechanization and equipment and 
additional personnel to accomplish technical engineering for the proposed new 
plant. The Department sincerely hopes that our original intention of having 
this building at Toledo operative by 1962 can be realized (and this is entirely 
possible under our postal modernization program), but we cannot develop the 
answers to Congressman Ashley’s questions on location, size, and so forth, with- 
out further detailed studies. You may be sure that if the Department is author- 
ized to proceed with the postal modernization program, commencing in fiscal 
year 1960, the Toledo project will receive early attention for definitive planning. 

The Congress did grant both authority and funds for the postal 
modernization program for 1960, and Congressman Ashley wants to 
know the present status of the Toledo project. 

_ Mr. Barnarp. Mr. Chairman, this item is not a part of the “Facili- 
ties” appropriation, but part of “Postal modernization.” However, 
the answer to vour colleague’s question is that Toledo is one of those 
facilities itemized on page 51.5 of the current justification, with the 
idea on the part of the Department to progress this project into firm 
action in 1961, if funds are available. The building could well be 
started and comply with our inference to the Congressman previously 
that. it would be operating by calendar year 1962. 
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Buitping Occupancy 


Mr. Gary. The budget. increase requested for 1961 for “Building 
occupancy” is considerably in excess of the increase in that item expe- 
rienced in previous years. What is the justification for this large 
increase in the 1961 budget estimates? 

Mr. Barnarp. Mr. Chairman, we began that discussion yesterday, 
and got only so far as our discussion on the Turnkey project. How- 
ever, in addition to the total number of new buildings which I men- 
tioned, and the Turnkey project bearing nearly a full year’s rental 
expense, we have 292 buildings estimated where postal space is located 
in Federal buildings, which will be replaced by new leased build- 
ings. In the case of Federal buildings being replaced, the cost of 
rental is a total new cost because the Federal building occupancy 
considers only utilities and so forth, and the new buildings will be on 
the lease basis. 

In addition to these buildings we will have approximately 300 newly 
constructed month-to-month tenancy facilities, which would be the 
very small type, but will be new construction, causing some increase 
in rent over the old facilities. 

Generally speaking, throughout the entire area of rental payments 
we are finding that all new structures are substantially larger than 
the buildings which we are vacating. I would like to point out at 
this time that one of the basic concepts of postal modernization is to 
provide adequate working space réplociie obsolete and very inferior 
working space. 

The costs of new construction have gone up to a degree over the last 
2 years, and our estimates for 1961 show a figure of $1.08, approxi- 
mately, per square foot for:'rental, compared to $1.02 per square foot in 
1960, on these newly constructed buildings. 

The higher costs are based on two principal factors: the construc- 
tion costs index has risen sitiiadientiee over the last several years, 
and land, particularly in urban areas, has risen rapidly in value. 

Land, of course, is a commodity which is limited to the total avail- 
able today, and as urban communities spread, land becomes a short 
commodity and therefore the procurement of it is costly. 

Air conditioning is being added into a large percentage of our new 
buildings, and the figure of cost involving the air conditioning amounts 
to an average of 15 cents per square foot. 

We feel, incidentally, that this is a very inexpensive cost compared 
to the resultant benefits to employee morale and health to have clean 
and proper temperature air. 

Then we have the fuel and utility accounts, which are also a part 
of “Building occupancy.” 

Mr. Gary. Is air conditioning included under that item? 

Mr. Barnarp. Yes, sir. To make sure I understand what the chair- 
man means, air conditioning, as part of a lease, is in this item, and 
the increase in lease cost by virtue of having an air-conditioned build- 
ing adds an amount of an average of 15 cents per square foot interior- 
leased space. 

Now, air conditioning, as a separate item, and particularly as it 
would apply to Federal buildings and Government-owned space, 
would not be in this particular portion. 
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Mr. Gary. The installation of air-conditioning machinery in a 
Government building is not included in this item ? 

Mr. Barnarp. It is not in this account; no, sir. 

Mr. Gary. This item of “Building occupancy” was $69,359,634 in 
1959. It jumped up to $75,051,000 in 1960, and you are now request- 
ing $95,087,000 for 1961; is that correct ? 

Mr. Barnarp. That is correct. 


Suppiies AND SERVICES 


The next item of increase, Mr. Chairman, comes in the “Supplies 
and services” portion of the budget where we are requesting an in- 
crease of $4,229,000. This is by reason of the fact that our equipment 
rental account has increased, due to the first full year of operation 
of the complete installation of modern data processing. 

The second reason is that contractual services, particularly in the 
area of installation of modern equipment, has increased in amount. 

The supplies and materials portion of this segment of the budget are 
increased, by virtue of the normal expansion of need for supplies and 
materials, and one significant item is the procurement o Gator 
patch material for the treatment of mailbags. 

The mail equipment shops will require more money this year for 
the purchase of canvas and materials, one significant reason being 
that in fiscal year 1960 we were very fortunate in buying at a savings 
of approximately one-half million dollars, the canvas from Army 
surplus, and this opportunity does not seem to be available to us in 
the future, so we are calculating a normal price for canvas. 

There is an increase in stamp procurement, which is occasioned pri- 
marily because of the great demand for coiled stamps, and for com- 
memorative stamps. Both of these items are slightly more costly 
than the normal sheets, and yet they are in high demand by patrons. 

There is a normal increase in printing and reproduction that is 
commensurate with the growth of the service. 


BELLE MEAD SUPPLY CENTER 


The next item of increase is in the area of facilities field personnel, 
and, Mr. Chairman, I believe, you made a request for information dur- 
ing the Tuesday hearing, as to the advantage of the Belle Mead 
Supply Center relocation from New York, and, if I may, I would 
like to explain to the committee the advantages that the Department 
sees in this move. 

The supply center was formerly located on the sixth floor of the 
Morgan Station in New York City, occupying some 86,000 square 
feet. 

The location on the sixth floor was very difficult because there was 
a constant competition with mail operations for the use of elevators 
and platform space. There were 12 million pounds of supplies re- 
ceived, stored, and dispatched at that facility, whereas only 4 million 
pounds of these items were used in the metropolitan area of New York, 
with the balance of 8 million being sent north into New York State and 
south and west to New Jersey and Pennsylvania. 

Because of the congestion in New York City, and particularly at 
Morgan Station, it was very disadvantageous for the Bureau of 
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Operations to have this competing operation in their work space, so 
that by moving from Morgan Station we were able to turn over this 
86,000 square feet of badly needed space to the postal operation in its 
own building. 

At Belle Mead, N.J., we have a one-floor low cost rental operation 
in conjunction with the General Services Administration. We have 
unlimited rail and truck facilities immediately adjacent to the GSA 
warehouse and, as a matter of interest, I am sure, to the committee, the 
GSA warehouse furnishes approximately 45 percent of the supplies 
which ‘ handle in our center, so that this immediate contact is very 
helpful. 

The supplies are dispatched by commercial rail or truck to all postal 
installations in the three regions which it serves, and only the sup- 
plies shipped to New York are for local use there. 


FACILITIES FIELD PERSONNEL 


I would like, Mr. Chairman, to request the insertion of pages 43.2, 3, 
and 4 of the justifications, as being a somewhat brief but concise ex- 
planation of our field personnel situation. 

Mr. Gary. Without objection, they will be inserted at this point in 
the record. 

(The pages referred to follow :) 


FacILiTIEs FIELD PERSONNEL 


JUSTIFICATION 


Services performed.—The Bureau of Facilities has retained under its direct 
control the operation of various facilities concerned with the supply function. 
This estimate provides funds for the salaries, travel, and related costs of the 
field personnel assigned to these various establishments. Postal equipment 
technicians who install new postal equipment and repair specialized mechanical 
equipment have been transferred in 1960 from the Bureau of Facilities to the 
15 regional offices. The facilities field personnel activities and their locations 
are as follows: 


Capital equipment warehouses (7) : Mail bag depositories (16) : 





Atlanta, Ga. Atlanta, Ga. 
Belle Mead, N.J. Boston, Mass. 
Boston, Mass. Buffalo, N.Y. 


Chicago, Il. 
Topeka, Kans. 
Oakland, Calif. 
Washington, D.C. 

Supply centers (4): 
Belle Mead, N.J. 
Chicago, Ill. 
Topeka, Kans. 
Washington, D.C. 

Mail bag repair centers (6): 
Atlanta, Ga. 
Chicago, Ill. 
Cincinnati, Ohio 
New York, N.Y. 
Philadelphia, Pa. 
St. Louis, Mo. 


Chicago, Ill. 
Cincinnati, Ohio 
Denver, Colo. 
Kansas City, Mo. 
Los Angeles, Calif. 
New York, N.Y. 
Oakland, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
St. Louis, Mo. 

St. Paul, Minn. 
Seattle, Wash. 
Washington, D.C. 


Mail equipment shops and cartography section : Washington, D.C. 

Capital Equipment Warehouses.—The capital equipment warehouses, estab- 
lished at the beginning of 1959, provided an efficient means of furnishing equip- 
ment as a complete package for newly constructed buildings. It provides a more 
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economical means of procurement and easier scheduling of installation. The 
work of these facilities will continue with the same number of positions. 

As stated above, the 32 technicians were transferred to the various regional 
offices. The Bureau of Facilities has retained three positions for equipment 
and supplies examiners who inspect material at the point of manufacture to 
determine compliance with terms of specifications, packing, arranging shipment, 
and perform other supply and inspection functions. 

Supply centers.——The supply center system as developed by the Bureau of 
Facilities has proved very successful. These centers make direct procurement 
from General Services Administration warehouses, and stock practically all of 
the postal and building supplies issued to postal installations. Provision is 
now being made for the property accounting functions being developed and in- 
stalled by the Department as required by law. The supply center formerly 
located at Kansas City, Mo., has been relocated at Topeka, Kans. 

Mail bag repair centers and depositories.—The number of these installations 
remains at 6 repair centers and 16 depositories. 

During the past year the heat-seal method of repairing bags was instituted 
not only at the repair centers, but also at the depositories. It is planned in the 
near future that sewing will be eliminated except where it is necessary to sew 
new bottoms on bags. The use of the heat-seal method has resulted in the 
repair of approximately 11 million bags in 1959 compared to about 8 million 
in 1958. By decentralizing part of repair operation to the depositories, a number 
of the mailbags are placed in the mail stream or into immediate storage without 
the transshipping previously required. 

Mail equipment shops.—The mail equipment shops manufacture mailbags 
and related hardware, locks, keys, canvas carrier satchels, and other specialized 
mail equipment items used in the postal service. They also repair and rebuild 
the more expensive types of locks used in the postal service, rotary locks used 
by other agencies for security reasons, leather carrier satchels, and number- 
ing machines. 

The shops production programs are determined by the Bureau of Transporta- 
tion for rotary locks and mailbags. Other requirements are based on requisi- 
tions or defective equipment received from postal field installations. 

Employment at the mail equipment shops is maintained at a level to provide 
a steady workload throughout the year. The programs contemplated for 1960 
and 1961 will require 225 positions. Requirements for mailbags in excess of 
the shops capacity are procured from the Federal Prison Industries, Inc. 

Fund requirements are established on a unit cost basis developed through 
a comprehensive cost accounting system. A schedule of cost of items shipped 
from the shops is included under the account “Supplies and services.” 

Cartography.—The cartography section produces post route maps which now 
will be revised on an annual instead of the former biennial basis. The section 
will produce maps for highway transportation and for the increasing number of 
“metro” plans. Rural-route maps formerly produced by the section have been 
placed on a local procurement basis. 

The total increase estimated for 1961 is $214,000. While no additional em- 
ployees are estimated for 1961, additional compensation for 12.6 man-years is 
required for personnel included on a part-year basis in 1960. This amounts to 
$62,437 of the increase. The higher average rate of compensation, occasioned 
by automatic step and longevity promotions, and grade promotions, amounts to 
$52,408. The cost of the Government’s contribution for employee benefits will 
increase $104,155: $9,155 for the retirement fund and group life insurance con- 
tributions, and $95,000 for the health-insurance program beginning in fiscal 
1961. These increases will be partially reduced by an estimated decrease of 
$5,000 in the cost of transporting household goods, 


SAVINGS RECAUSE OF NEW METIIODS AT BELLE MEAD 


Mr. Gary. What specific savings have resulted from the institution 
of new methods of supply-distribution at the Belle Mead Supply 
Center? 

Mr. Barnarp. We do not have, Mr. Chairman, any specific dollar- 
savings computations. I think it would be somewhat theoretical to 
calculate these, because one of the biggest items is the availability to 
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the Bureau of Operations now of the 86,000 square feet of workroom 
space in the Morgan Station, and to estimate the value of that in 
the Federal building, on which no payments are made, would be a 
bit theoretical, although it would be expensive, or high-priced space 
in New York City, if it were commercially owned. 

If the chairman desires, we could, perhaps calculate some figures 
on the lessening of cost of shuttle service between the GSA terminal 
to New York City, which would have to be accomplished for this 45 
percent of supplies handled, if we were unable to transfer between 
the buildings adjacent to each other. This type of calculation will 
be made for the committee, but I do not believe we could state that 
these represent a completely accurate financial statement. 

Mr. Gary. I would like to get all available information about sav- 
ings into the record. Here we are putting out these vast sums in 
modernization, facilities, and in improvements in the postal system 
and so far we have not been able to put our finger on a dollar of 
savings. 

Now, I believe the public wants to know “What are you saving b 
these expenditures for mechanization and modernization?” And 
think you ought to give some answers to that and put some informa- 
tion into the record. We can approve spending this money if you can 
show that we are getting greater efficiency and economy in the opera- 
tions of the postal service. I think you have shown in many instances 
that you are getting greater efficiency, but we want to know what 
economies are resulting from that efficiency. 

Mr. Barnarp. All right, sir; may we insert this at a later date? 

Mr. Gary. I will be olad to have you do so. 

(The information referred to follows :) 

The supply center which was formerly located at Morgan Station, New York 
City, was moved to Belle Mead, N.J., for three principal reasons : 

‘ eg location on the sixth floor and the limited elevator and loading dock 
acili . 

(2) The transfer of the GSA supply depot from Newark, N.J., to a surplus 
Army depot at Belle Mead ; and 

(8) The requirement for additional space by the New York City Post Office. 

By moving to Belle Mead, in close proximity to the GSA depot, the Depart- 
ment has developed savings by the following principal means: 

(1) It has avoided additional annual transportation charges of $32,000 for 
shipment of supplies ; 

(2) No additional operating personnel have been required to handle an in- 
creasing volume of supplies. From fiscal year 1957 to fiscal year 1959, the 
ae of requisitions increased 21 percent; the number of line items filled, 9.3 

reent ; 
pe) Space in both locations has been furnished rent free. However, if the 
Department were required to pay for the space, Morgan Station would cost about 
$215,000 per annum, Belle Mead, $40,000. 

Mr. Gary. Also, I think it would be very helpful to the committee 
to have information about savings on manpower. 

Mr. Pixxton. In other words, he can indicate the present number 
of employees, the employees a year ago, and the employees 2 years ago. 

Mr. Gary. That is right. For any of these modernization projects, 
if you would give us some comparison of the manpower for 2 or 3 years 
before, and 2 or 8 years after a given installation, then we can see 
what savings there are in manpower. That would be helpful. 

_Now, of course, we understand that manpower may remain rela- 
tively the same, but that you may be able to handle larger volumes of 
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mail. Give us all the pertinent facts, because we want all the infor- 
mation. We are not trying to make a case against you, but it is your 
responsibility to justify the expenditure of this money. We have to 
justify these expenditures on the floor of the Congress and we have 
to justify them to the American public who are paying this money. 
Therefore, we would like to have all the information we can get to 
show how this modernization program will pay off in better efficiency 
and more economical operations. 

Mr. Barnarp. We will get a statement in the record, Mr. Chair- 
man, which will indicate any savings in dollars and in manpower, and 
in explanation of the increased efficiency. 

Mr. Gary. All right, and that will be in connection with these spe- 
cial projects that you have? 

Mr. Barnarp. Yes, sir; it will. 


TWENTY- AND THIRTY-YEAR LEASES 


Mr. Gary. In view of past statements by the Post Office Depart- 
ment about the desirability of flexibility in its leases, what benefits 
will result from the building and leasing program justified in last 
ers a wherein leases of 20 to 30 years’ duration were antici- 

ated ¢ 

. Mr. Barnarp. Mr. Chairman, on the largest facilities we have in 
the United States, such as the Detroit, Mich., facility—which is now 
approaching completion—these buildings are so large and so expensive 
that a long-term lease is much more advantageous than a short-term 
lease. The owner of the building is able to finance his building over a 
long period of years, and obtain a lower interest rate and have a 
better schedule of repayment, all of which reduces the per square foot 
rental cost to the Department. We limit the use of the 20- and 30- 
year leases to the very largest facilities, where our stability in a loca- 
tion is sound. In over 90 percent of all the facility lease cases in the 
United States, the period of lease is 10 years or less, because we must 
have flexibility to meet the demands of growing communities and the 
10-year lease gives us the opportunity to have that flexibility. The 
lower cost resulting from a longer term for amortization, et cetera, 
is the basic reason for the longer term leases. 

I might mention also to the committee that in all of these leases 
that are 20 to 30 years in length, the Department has a progressive 
scale of purchase options, so that if the Government should ever deter- 
mine that it was advantageous to buy these facilities, rather than to 
continue to rent them, this could be done. I would also call the atten- 
tion of the committee to the fact that such legislative authority does 
not exist today, that is, for the repurchase. 

Mr. Gary. Now, on page 41.2 of the justification, you say: 

With the constant population shifts and changing characteristics of business 
areas, leases in excess of 10 years are not desirable in many cases, and though 


10-year leases result in higher costs per square foot, the existence of occupancy 
flexibility is more desirable than the possible lower rentals in longer leases. 


How ad you reconcile that with increasing your leases to 20 to 30 
years? 

Mr. Barnarp. Well, may I explain it this way: Let’s take a 7,000- 
or 8,000-square-foot building, which would be a typical station or 
branch, and let’s say that this building costs $100,000 to build. 
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In a 10-year lease, we would nowhere near pay for that building. 
The chances are we would pay a little more than half, if that much, 
in the rental payments. 

The expectation is that at the end of 10 years we would probably 
have to materially enlarge the building or move to another location 
because of these shifts in business and population. 

Now, it would be folly, in our opinion, to, for the advantage of 
getting a lower rent, tie that building up for a period of 20 or 30 years 
when we knew it was not sufficient for us, or, worse yet, to own the 
building, so that at the end of 10 years we would have to move out 
of it and dispose of it. The annual cost of operation under a 10-year 
lease would be higher rent than a long-term lease but the flexibility 
which we secure is much more advantageous for the Government. 

Mr. Gary. I am in thorough accord with that policy and that is the 
policy, as I understand it, that has been in effect for a long time. 
That is the reason I questioned the apparent change in policy now, of 
entering into these 20- and 30-year leases. 

Mr. Barnarp. No, sir; there is not a change in policy. It is limited 
entirely to the very large facilities and the purposes that I have men- 
tioned to you. 

Mr. Gary, may I add to that and say that there is an additional fea- 
ture here, that the smaller buildings, the 10-year-lease typical build- 
ings, are multiuse in purpose. They can be used for a hardware store 
or a grocery store or me. else when we move out, so the owner 
is risking nothing. On the other hand, a Detroit major mail handling 


facility of a million and a half square feet is typically postal, and has 


an extremely high ratio of special-purpose items, including all the 
machinery provisions in the building. As a result the cost would be 
even more out of proportion with a specially designed building if you 
would take a shorter lease. 

Mr. Gary. I assume that is a central office which supplies surround- 
ing stations, and that changing conditions are not as likely to affect it? 

Mr. Barnarp. That is right. 

Mr. Gary. The policy is a businesslike one, as I understand it, and 
it is a policy of which I approve very heartily. I think it is as sound 
as can be, that in the larger cities, in your main downtown building, 
which is not likely to change, it is well for the Government to own that 
building itself; but in the case of the substations in the suburbs where 
there are population changes and the need for a station in certain sec- 
tions may change, I think it is better for the Government to rent its 
buildings, then when a building has served its usefulness, the Govern- 
ment can simply terminate the lease and go elsewhere. 

We had an example of this situation in Richmond. The Saunders 
Station was built in a location that at the time seemed desirable. We 
really do not need that station now—we need it somewhere else; yet, 
the Sicimanend owns it, and it is difficult to make a change when the 
Government owns a building. 

Now, I take it that this 20- and 30-year lease we have discussed is 
used only in cases where the situation is similar to the central downtown 
building, the use of which is not likely to change ? 

Mr, Barnarp. That is correct. 

Mr. Gary. It will not change materially, that is, in that time, and 
the longer lease is given to justify the owner of that building in em- 
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barking on a modernization program and spending large sums of 
money which he can amortize over a long period of years. 


UTILITY SERVICES 


Now, in the case of the object class schedule for utility services, on 
page 41(b) of the justifications, how much of the increase in 1960 
and 1961 is comprised: of unit cost increases, and how much is com- 
prised of increases in numbers of units or total services received. 

Mr. Guerre. Mr. Chairman, I think that maybe Mr. Bruce, Direc- 
tor of the Budget Division, could answer that. 

Mr. Gary. All right, Mr. Bruce. 

Mr. Bruce. We are not permitted, by the Bureau of the Budget, 
to anticipate increases in unit rates. We can only estimate at the 
going rate, and whatever additional units may be required at that 
rate. 

Mr. Gary. Then the answer to the question is that none of it is unit 
cost: increases ? 

Mr. Bruce. That is correct, sir. 

Mr. Gary. And the entire amount is made up of increases in num- 
bers of units or total services? 

Mr. Bruce. That is correct. 


COST OF LONG-DISTANCE TELEPHONE CALLS 


Mr. Gary. Is the annual cost, within the Postal Establishment, of 
long-distance telephone calls an item of any considerable significance? 

Mr. Bruce. Mr. Chairman, the data with respect to the breakdown 
of the communications cost are not available in headquarters. It is 
quite possible we could get it from the regions. It would require, I 
believe, quite a bit of detailed analysis, in order to obtain it. 

The bills are all paid from the regions now. They come in from 
each of the post offices. We have tried to reduce the detailed data 
that we require to a minimum, and that is one of the details that we 
did not require for the budget this year. 


PERSONNEL SERVICES SAVINGS BECAUSE OF DATA PROCESSING EQUIPMENT 


Mr. Gary. How much personnel services cost will be saved by the 
rental of data-processing equipment in regional offices in 1961? 

Mr. Gituette. Mr. Chairman, I should like to try to answer. that 
question for you. 

We have not calculated the overall savings in man-hours, but I can 
tell you that each of the computer installations in the 11 out of the 
15 regions which are having these installations made for payroll and 
accounting processing is based upon a feasibility study that pre- 
supposes a savings of 8 people in the case of the medium-sized card 
computer in 9 regions, and 10 people in the case of each of the New 
York and Chicago magnetic-tape installations, for a total of 92 people 
in all when these installations are fully implemented. 

We have followed up, as rapidly as humanly possible, to realize 
these personnel savings which were based upon the initial pilot-plant 
installation in the Richmond regional controller’s office, before we 
went ahead with any of the other installations. 
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Mr. Gary. And you found that it did help? 

Mr. Gittetre. We found it was entirely feasible; and reductions 
in personnel in the regional offices, which I mentioned in my open- 
ing statement, Mr. Chairman, are apparently largely the result of 
these installations of data-processing equipment. 

Mr. Barnarp. May I add one thing to Mr. Gillette’s statement? 
From the standpoint of my own position of administering an operat- 
ing bureau, the material that is now available by virtue of these instal- 
lations for the information of management is superior and, in most 
cases, excess to what was possible with the broadest expanse of per- 
sonnel that was available to him before. This speedy action on re- 
ports that we need for management is most helpful. 


INCREASE FOR RENTAL OF EQUIPMENT 


Mr. Gary. Your estimated increase in rental of equipment is 
$323,000 for fiscal year 1961 over fiscal year 1960; is that right? 

Mr. Giuterre. That is correct, Mr. Chairman; and that is a net 
figure, which reflects rentals on the completion of the installations 
in the regional offices, less rentals on the equipment taken out that 
these installations are replacing. The gross increase is $363,000, 
including $218,000 that will be needed alone for the increased work 
added by the Employees’ Health Benefit Act. 

The savings on equipment replaced on an annual basis are $40,000, 
leaving a net increase of $323,000 accounted for entirely by the rentals 
to which I just referred. 

Mr. Gary. And do you have any estimated savings from those 
installations ? 

Mr. Grterre. The estimated savings resulting from the elimina- 
tion of the 92 people I mentioned at an average cost of, for example, 
$5,000, would be close to $500,000. 

Mr. Gary. To be exact, it would be $460,000? 

Mr. Gittette. Yes; on that basis. 

Mr. Gary. And some fringe benefits would probably be added to 
that, bringing it close to $500,000. 

Mr. Gutette. I would think so; yes. We have not averaged the 
salaries for the particular people involved, and that is why I used 
that rough figure. 


USE OF TEST SCORING EQUIPMENT 


Mr. Gary. What use is made of test-scoring equipment within the 
Postal Establishment ? 

Mr. Barnarp. I believe we had better get that answer from the 
Bureau of Personnel and insert it. 

Mr. Gary. All right. 

(The information referred to follows :) 


Test scoring equipment is used to facilitate prompt scoring of examinations 
for entrance into the postal service, promotion tests, and mechanical aptitude 
tests. An estimated 350,000 sets of examination papers are machine scored 
annually. The Department currently rents seven test scoring machines; three 
in Washington; two in New York; and two in San Francisco. In addition, 
similar equipment maintained by the Civil Service Commission is utilized on an 
“as available” basis. 
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COST OF MAIL SACKS 


Mr. Gary. How does the cost of producing mail sacks in the mail 
equipment shops compare with the cost of buying these mail bags from 
Federal Prison Industries, Incorporated ? 

Mr. Barnarp. Mr. Chairman, our agreement, which has been in ex- 
istence for several years with the Federal Prison Industries, is based 
upon the fact that their cost to us will be comparable to the expendi- 
ture at the shops on a cost accounting basis. 

‘The most recent information that we have is that No. 1 sacks, in 
this past year have cost $2.64 per sack at the shops, and our costs from 
Prison Industries is $2.55. 

On the No. 2 sacks, the shop cost is $2 and a small fraction and the 
Prison Industries’ cost this past year was $2.05 apiece. 

The No. 3 sacks at the shops cost $1.48 and Prison Industries’ cost 
was $1.41, so that you can see that the comparison has been quite close, 
and it is analyzed yearly in our agreements with them. 

Mr. Gary. And the production of them by the Prison Industries has 
the additional advantage of keeping the prisoners busy, is that correct, 
furnishing employment for the prisons? 

Mr. Barnarp. Yes, sir. It is advantageous for that reason, and we 
are confident that the costs which we pay the Prison Industries are 
lower than the costs we can obtain any other place. 

Mr. Gary. Would it be possible for the Prison Industries to do the 
entire job? 

Mr. Barnarp. I doubt that it would, sir. At the time that we made 
our original contract several years ago for Prison Industries to pick 
up the balance of our procurement excess to what the shops did pro- 


duce, we discussed this and they said ed would not be able to. 
at the 


Further, it is my understanding th Federal law provides that 
Prison Industries will handle this type of manufacture, as long as it 
does not require the elimination of an already existing Government 
operation. We would not be able, under the present law, to close the 
shops in favor of doing this, even if it were less expensive or possible 
for their production. But, I again say that their statement on capacity 
was that they could not handle the entire production job. 

Mr. Passman. Would the distinguished chairman yield? 

Mr. Gary. Yes. 

Mr. Passman. Of course, these prisons are supported by the tax- 
payer, is that not right? 

Mr. Barnarp. That is my understanding. 

Mr. Passman. And if the inmates of these prisons can produce 
mail bags or any other commodity, that would constitute income 
which would offset part of the cost to the taxpayers of maintaining 
this prison; is that not right ? 

Mr. Barnarp. Yes, sir. 

Mr. Passman. So the economy generally would gain by such an 
arrangement. I wonder why there should be a point of dispute 
about it? 

As the distinguished chairman said, it would keep the prisoners 
busy and out of trouble. If the prisons are able to manufacture some- 
thing that can be used by some department of the government, it 
certainly would reduce the overall expense of government, and so the 
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American taxpayers would benefit by such an arrangement, would 
they not? f 
Mr. Barnarp. Well, I believe there is definitely a benefit there; 
es, sir. 
, Mr. Passman. You have to pay the prison, by a bookkeeping trans- 
fer if nothing else, a certain amount of money to produce these mail 
bags, and if that be true, then it would certainly reduce the amount 
of direct appropriations that the State or other government unit 
would have to make to maintain the prisons; is that not true? 

Mr. Barnakp. In this type of work, Mr. Passman, the prisoners 
are paid a wage for this type of an operation. 

Mr. Passman. It is not the same wage level that is paid in in- 
dustry, though ? 

Mr. Barnarp. No, sir. It is a wage paid from the amount paid 
to the Federal Prison Industries. It is a business, and they do have 
their ccst accounting system and so forth, and they do pay the pris- 
oners. I think there is little question that by working this type of 
arrangement as we have here, the cost of operating the prison is less 
than if it did not exist. 

Mr. Passman. Well, I shall not delay the chairman’s examination 
here, but I think it is an area where a real benefit could be given to 
the taxpayer. 

Mr. Gary. Mr. Passman, this is a subject with which I am thor- 
oughly familiar. I remember, when I first entered the Genera] As- 
sembly of Virginia, I was placed on the Prisons and Asylums Com- 
mittee. That was in 1926. 

Up until that time, the State penitentiary had been manufacturing 
goods that were sold in competition with business. There was a great 
complaint made by both business and labor that it was unfair compe- 
tition because, of course, while the prisoners are paid nominal wages, 
they do not compare with the wage scale in industry and business in 
this country. 

At that time an agreement was reached in Virginia between the 
representatives of the prisons and the representatives of business and 
labor, under which we would adopt a so-called “use” system. In other 
words, the prison would manufacture goods only for use by the State 
government, and local governments. Under that system the peni- 
tentiary switched over to manufacturing license plates for automo- 
biles which were purchased solely for State use, and to this day that 
policy has been followed without serious complaint. 

Now, it is a very necessary part of the discipline and morale of the 
prison to keep the prisoners occupied. Not only does the use of the 
prison for the manufacture of government-used products enable the 
government to secure those — more cheaply than they could 
get them commercially, and thereby aid the taxpayer, but it also con- 
tributes very substantially to prison discipline and to prison morale. 
I think that we should never give up all productive activities in the 
prison and leave the prisoners idle. I think the best method of utiliz- 
ing their services is by the production of goods used by the government, 
as in this instance. 

This seems to me to be an excellent opportunity to carry out that 

licy, which I consider a very sound one, and I think it should be 
ollowed to the best advantage of the Post Office Department. 
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Mr. Passman. Mr. Chairman in my own State of Louisiana we have 
a prison known as Angola. They manufacture all the license plates 
and by that procedure the legislature makes a lower appropriation to 
maintain this prison than would otherwise be necessary. We have a 
tremendous farm operation there, and they produce vegetables and 
commodities that are used by other State institutions and, of course, 
they raise a great deal of cotton. It is not competitive, of course, with 
the local market, but to a large extent the proceeds from the cotton 
help to maintain this prison. We have had periods where this very 
large State institution was very nearly self-supporting through the 
work of the inmates. 

Thank you, Mr. Chairman. 

Mr. Barnarp. Mr. Chairman, may I add one further thing that I 
think the committee may know, but I think it is significant—particu- 
larly to your comments—and that is, that 75 percent or more of al] 
of the canvas, the raw canvas used in the production of mailbags at the 
shops, is manufactured by Federal Prison Industries. Thus we not 
only utilize them for the complete manufacture of the bags but we 
buy by far the greatest percentage of our raw canvas for production 
here in Washington from them; and this also contributes, of course, to 
the constant labor. 

Mr. Gary. I thoroughly approve of that. 


CARTOGRAPHIC SECTION 


Now, the discontinuance of the rural route maps has been a matter 
of inconvenience in some sections of the country. In view of the 
reduced workload resulting from the stopping of this service, why is 
it necessary to increase the Cartographic Section in 1961? 

Mr. Barnarp. Mr. Chairman, I believe there must be a misunder- 
standing about the increase in personnel, which is perhaps the result 
of the justification on page 43.4. 

The statement about the increase in personnel is not properly part 
of the discussion of cartography. Actually, in the Cartographic Sec- 
tion, which is located in the mail equipment shops, in 1959 we had 28 
men; in 1960, the current fiscal year, and for 1961, the coming fiscal 
year, we will have 25 men; and the statement with regard to an increase 
in personnel is for the entire facilities field force and not limited to 
cartography. 

The personnel at the Cartographic Section are now engaged in the 
production of maps for the metropolitan mail distribution, mail area 
distribution plan, and in updating and making more frequent publica- 
tion of a number of other very important maps for the entire postal 
service, so that we have not reduced personnel as a result of the ceasing 
of operations on rural maps. 


DIVISION OF FUNDS FOR REHABILITATION 


Mr. Gary. What is the reason for dividing funds for rehabilitation 
and additional projects between the facilities appropriation and the 
modernization appropriation, where individual postal locations are 
involved ? 
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Mr. Barnarp. Mr. Chairman, I am not aware of any specific exam- 
ple of where the same identical project has a contribution of funds 
partly from each account. im 

The type of work that is done is similar; in other words, the type 
of work done under the regular capital program and under the mod- 
ernization program is similar. But definition of the difference be- 
tween the two accounts is that the money appropriated to the regular 
capital program is devoted to the correction of problems and the 
improvement of the physical plant, where it is absolutely mandatory 
to keep the service in operation. The modernization funds are used 
to accelerate this program and to make a more rapid correction of the 
deficiencies in the physical plant that could be considered not imme- 
diately essential this week or this month. 

It is a definition, in other words, of the need for the improvement 
inanormal way or in an accelerated way. 


SOURCE OF FUNDS FOR IMPROVEMENTS 


Mr. Gary. On page 44.3 of the justifications you say: 

This program constitutes the most urgently needed projects which, when 
combined with funds requested in the postal modernization program, will lead 
to the complete remodeling and rehabilitation of about 150 Federal buildings 
and the installation of major air-conditioning projects in highly mechanized 
postal establishments. 

Mr. Barnarp. This is perhaps a poor choice of words. What we 
mean is the improvements that will be made with the funds in this ap- 
propriation, together with the improvements made with the funds 
in the other appropriation, will reach the total goal. 

If the funds in this appropriation were the only ones used, they 
would be spent on those examples of dire emergency, whereas, com- 
bined in a total capital program, they contribute toward the ultimate 
rehabilitation of all the facilities. 

Again, may I say, Mr. Chairman, the funds are not combined in 
any Individual project. 

Mr. Gary. But you mean that funds may be used from the facilities 
appropriation and also from the modernization appropriation on 
different projects in the same post office ; is that correct ? 

Mr. Barnarp. No, sir. It would be a case of, let us say, city A and 
city B each having a Federal building that needed improvements. 
Without improvement now the Postal Service would be sadly ham- 
pered in city A. We would expend facilities money for city A and 
would expend modernization money for city B, which is in bad shape, 
but can continue to operate for a reasonable length of time. 

The use of the money in city B is an acceleration of the improve- 
ment of the physical plant whereas in city A it is absolutely manda- 
tory. 

Mr. Gary. But you would not use money from both funds on one 
single project ? 

Mr. Barnarp. That is correct, sir. 


NEW EQUIPMENT TO BE USED IN MODERNIZED BUILDINGS 


Mr. Gary. What portion of the mail and material handing equip- 
ment projected for procurement in 1961 is of types which will veudity 
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incorporate into new modernized and mechanized post offices when 
such can be made available on an extended basis ? 

Mr. Barnarp. We estimate that approximately $1,650,000 of the 
mail and material-handling equipment projected for procurement in 
1961 will be initially installed in new and remodeled buildings. All 
of the applicable equipment in this category is of a modern type which 
can be used in new modern buildings and very little, if any, is pro- 
cured specifically for older installations. 


VEHICLE PROCUREMENT PROGRAM 


Mr. Gary. It is noted that the vehicle procurement program has 
exceeded considerably the intention of the Congress in its action on 
the 1960 budget. ; < 

Now, that is one thing that I want to call specific attention to, be- 
cause this committee, in its report on the 1960 budget, specifically 
provided : 

In consideration of the urgent need for conserving public funds a reduction 
of $12 million is imposed against the vehicle program. 

The Senate, in its report on the same bill, stated : 


The committee concurs with the House that the vehicle replacement and pro- 
curement program of the Post Office Department should be carried out on a 
sustained basis and that future planning should contemplate an orderly phas- 
ing out of vehicles. 

In other words, both the Senate and House committees recommended 
that decrease. It was approved by both bodies and yet you spent more 
than was allowed for that program. 

Mr. Barnarp. Mr. Chairman, in the opening session of these hear- 
ings, the chairman asked for justification of the expenditures being 
made in 1960 for vehicle procurement, and pointed out that these 
expenditures exceeded the recommendations of this committee last 

year. 
/ As a matter of clarification, I should like to state that the Post Office 
Department requested funds in the amount of $22,689,000 for vehicle 
procurement in 1960. 

In its action, the House of Representatives reduced this amount by 
$12 million and recommended an appropriation of $10,689,000 for 
the purpose. 

In its appearance before the Senate Appropriations Committee, the 
Department strongly urged restoration of the full amount of the 
$12 million reduction but stated that the House committee had urged 
the reduction because of concern for an improper replacement pro- 
gram calling for sizable procurement in a single year. 
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The Senate version of the appropriation bill restored $6 million of 
the House reduction, which wowld have given the Department $16,- 
689,000 for this purpose. ; , 

As a result of conference recommendations and ultimate action by 
both Houses, the final appropriation bill was passed with a restora- 
tion of $2 million to this account, providing $12,689,000 for vehicle 
procurement in our regular capital program for the Bureau of 
Facilities. 

When the appropriations for the fiscal year 1960 were finalized, the 
Department made a very thorough and analytical study of the prob- 
lems of the motor vehicle fleet operation, giving full consideration to 
the comments of the congressional committees regarding vehicle pro- 
curement. 

As a result of this analysis, two very significant things happened: 

First, our program for vehicle utilization under the jurisdiction of 
the Bureau of Testi was accelerated rapidly, and, secondly, a 
reduction of 1,100 vehicles in the number originally planned for the 
increased demands of the service was made, on the assumption that 
vehicle utilization, properly practiced, could, even in its first year of 
operation, absorb this reduction. 

An analysis was then made on the additional cost which would 
accrue to the Bureau of Operations for excessive maintenance and 
additional vehicle hire, if procurement for new vehicles for replace- 
ment was curtailed to $12,689,000, as indicated in the appropriation 
act. 

These calculations indicated that the additional cost to the Bureau 
of Operations resulting from this limitation of procurement would 
amount to an estimated $3,500,000. 

Because the Bureau of Operations had already received a substan- 
tial reduction in appropriations from the amount originally requested, 
it seemed apparent that any additional costs from the operation of the 
vehicle fleet would have to be funded by transfer from the Bureau of 
Facilities appropriation, and thus, if the overall program of capital 
expenditure were to be followed, the only acount from which such 
transfer could be made would be the vehicle procurement account 
itself. A further reduction of $3,500,000 from the appropriated sum 
of $12,689,000 would have made an impossible situation from the 
standpoint of fleet management. 


50436—60——22 





336 


It was further calculated that in light of the development of a new 
type smaller and less expensive truck vehicle to be purchased at an 
estimated $1,500 per unit as compared to our previous estimate of 
$2,200 per unit, and that an expenditure of $3,175,000 over the indi- 
cated amount of $12,689,000 or a total of $15,864,000, would provide 
sufficient vehicles to take care of our most urgent replacement re- 
quirements and would basically remove the danger of violating the 
Bureau of Operations appropriation. 

Although over $15 million was to be spent for vehicle procurement, 
over 1,800 vehicles which should have been replaced on the basis of 
our standard of fleet management had to be retained in the fleet for 
this fiscal year, despite the reallocation of funds, and with the addi- 
tional amount of $3,175,000 being spent for additional procurement, 
it is estimated that over $900,000 will be spent by the Bureau of Opera- 
tions in this fiscal year for excessive maintenance of the older vehicles 
in the fleet which have had to be retained. 

Mr. Gary. In view of the specific recommendations of this com- 
mittee, do you not think that before such a significant change was 
made in the expenditure of those funds the committee should have been 
consulted ? 

Mr. Barnarp. Well, Mr. Chairman, it is entirely probable that we 
should have said something earlier than this time. 

Mr. Gary. It is not just a question of it being probable. TI think it 
is entirely proper that before this additional money was spent, con- 
trary to the expressed intent of the committee, the committee should 
have been consulted. 

I think it has been the policy of all committees of the Congress to 
insist unon that procedure. 

Mr. Barnarpv. Mr. Chairman, in our discussions in the post office 
staff, about this determination which was made very early in the fiscal 
year, as a matter of fact I think it was made before July 1, we con- 
strued the comments of this committee and the Senate committee to 
be a concern more of the policy of the Department for replacement, 
and the desire for assurance that we were not replacing trucks that did 
not need to be replaced, or that we would build bulges, so to speak, in 
the replacement program, than it was a specific restriction on our 
procurement. 
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Mr. Gary. That is not entirely correct. One thing that the com- 
mittee had very much in mind was that the Department should de- 
velop a definite plan of replacement whereby the amounts spent each 
year for replacement would be generally uniform, rather than re- 
placing a few trucks one year and a great many another year. 

But we did have other considerations in mind. Particularly, I 
remember that you were planning the procurement of some new two- 
cylinder mailsters for use in places where the one-cylinder mailsters 
did not work. It had not been demonstrated completely that the two- 
cylinder mailsters would work appreciably better than the one- 
cylinder units, and we did not feel that you should embark upon that 
large-scale procurement program until you had more experience with 
the two-cylinder mailsters already purchased. 

Mr. Barnarp. Mr. Chairman, the Department completely honored 
that concern of the committee. 

If you will recall, we had requested funds for 2,400 mailsters of 
this type that you speak of, in the regular capital program, and an 
additional 2,500 in the “Modernization” appropriation, and with com- 
plete understanding of the committee’s position there, we eliminated 
the use of any moneys for procurement of the additional 2,500 mail- 
sters, and have limited our procurement this year to the original 2,400, 
which the committee understood in the regular program. 

I would like to say, sir, that we undoubtedly have erred in not talk- 
ing to the committee at the time this decision was made, and I can 
assure you that if such a situation comes up again, we will not make 
the same mistake, but we were concerned with the fact that we had a 
fleet which, because of a number of circumstances, circumstances com- 
pletely beyond our control, had accrued a number of very old vehicles. 

Now, the Department has had, since 1954, a policy for replacement 
which is a blending between the GSA regulations for replacement for 
minimum consideration, and the practice of industry. 

Very briefly, I would like to trace for the committee the fact that 
GSA Regulation 1—-111-203.1 states that vehicles will be considered 
for replacement on a minimal basis when (1) they are in the 1-ton 
or less class, when they are 6 years old or have 50,000 miles; (2) in the 
114-through 214-ton class, 7 years of age or 60,000 miles; (3) and 3 
tons or over, 9 years of age, or 80,000 miles. 





338 


Now, postal vehicles serve many purposes, and we may have an 
old vehicle in years that has traveled relatively few miles; we may 
have a new vehicle in years that has gone many thousands of miles. 

So, our policy has been, since 1954, to attempt to judge individual 
vehicles on the point of excess mileage or excess age, and we have tried 
consistently to get rid of all vehicles that were 8 years or over, as a 
basic pattern, with the hope that sometime we could get to the point 
of having no vehicles over 7 years of age. 

Now, because of economies in funding and the availability of ap- 
propriations for the purpose, we have never been able to reach that 
point in fleet management; and in fiscal year 1960 we found ourselves 
with a very large percentage of the fleet in excess miles and in excess 

ears. 

What we have done by expending this additional $3,175,000 is to 
eliminate all of the very worst trucks. As I mentioned earlier, we 
have retained 1.800 trucks which really, under our basic policy and 
the policy of GSA, and the policy of industry, should have been re- 
placed, in deference to the opinions of the Congress, but we did not 
at the time feel that we were abrogating your desire in the change 
that we made. 

Now, the funds for 1961 which we are addressing ourselves to today, 
I am sure you have already noticed, are substantially less than the 
funds that we did request for 1960 and the expenditures in that ac- 
count will be less than the expenditures we have made this year. Yet, 
if these appropriations are granted, with the money we have asked 
we will have finally, at long last, 7 years after we started this program, 
of fleet rehabilitation, reached the point where there will be no over- 
age vehicles or excessive-mile vehicles in the fleet, and from this point 
forward we will be able to continue, with the help of the Congress, a 
sound, practical policy of fleet management. I assure you that on 
our basic plans there will never be a year in which we have a bundle 
of old trucks to get rid of, because the management process will elimi- 
nate that. 

I again apologize for any misunderstanding of the committee on 
what we have done, but I sincerely hope the committee will consider 
favorably the appropriation which we requested for vehicles this 
year, recognizing the fact that we can, at long last, reach the goal 
of a proper, stable, balanced fleet. 
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Mr. Gary. How did the experiment on the two-cylinder mailsters 
turn out? 

Mr. Barnarp. The results with the test vehicles have been very fine, 
Mr. Chairman, and have surpassed our fondest hopes, in the early 
stages. 

The procurement for the 2,400 which are encompassed in this year’s 
budget has not yet been made. The bids have just been opened re- 
cently in the last few days, and an award has not been made, but we 
find the vehicle much more durable and much more usable for many 
things. 

oe matter of fact, the Bureau of Operations, together with our 
people, are making a very careful study to see if there are additional 
uses for this very light vehicle, and the possible replacement of some 
of the heavier trucks, because the mailster is extremely versatile. It 
has good power, and a very fine composition of components, and it 
will be a very practical vehicle from all standpoints. 

Mr. Gary. Will you place, at this point in the record, a statement 
showing all replacements, the total number of replacement vehicles 
for which appropriations are requested, in 1961, of all classifications, 
the total number of new vehicles of all classifications, or additional 
vehicles which you contemplate purchasing ? 

Mr. Barnarp. Mr. Chairman, I would like to insert at this point 
page 44(d) and page 44(f) of the justifications, which, I believe, will 
give you the answers to the questions you have just asked. 

Mr. Gary. Without objection, those tables will be inserted at this 
point in the record. 

(The information referred to follows :) 
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Vehicle inventory 


























Fiscal year 1960 Esti- Regular program, Esti- 
Inven- mated fiscal year 1961 mated 
Capacity of vehicles tory, inven- inven- 
June 30, tory, tory, 
1959 |To be dis-| To be de-| June 30, |To be dis-| To be de-| June 30, 
posed of | livered 1960 posed of | livered 1961 
¥ ton (mailsters) _.....-.------ ee ees 2,797 4 cl 2, 750 10, 611 
J, ees ee oe: See 13 | ft REE S | eee 13 
5, 450 695 450 5, 205 1, 156 900 4,949 
6 9 1, 900 rere 3, 353 11, 540 
Li) ee ‘ 6 = “— 2, 77: 
<  reeeree 600 2 ae 2,000 7, 671 
oteknaren 29 | ae | eerie: 
6, 785 Sf oe 4, 180 ED Penasenacen 1, 580 
4 44 1 D Biwnacqdnectkanctnsesh 
2,116 eee co) ae eee 2,115 
ee 733 FRE 630 1,613 
1, 361 kc 7 a 278 0 a ee 
4 83 54 424 21 50 453 
 ) eee 130 ===> 100 1,093 
552 42 2 pt 512 
__ gt ee 1 Se A et 108 
Total inventory__-------- 37, 206 4, 562 6, 710 39, 354 4, 055 9, 783 45, 082 
Vehicles on order but not 
|, Se Sees Le: Se ee ef ee xen cee eee 
Total vehicles on hand 
and on order. _......... EE Bevcksecnciccovennice Ny Oem, eer 45, 082 


























Mr. Barnarp. Mr. Chairman, may I also ask to insert two other 
tables which I will give the clerk, which show an analysis of the vehicle 
inventory on two bases? 

The first chart shows the fleet from fiscal year 1954 through 1960, 
showing the number of vehicles, not by class of age groups, starting 
with under 1 year and running to 10 years and older and the per- 
centage of the fleet represented in each category. 

I think you will find it significant to see that in the last 2 to 3 years 
we have had the highest percentage of old vehicles that we have had at 
any time since 1954. 

The second chart is an analysis by size—class of the fleet as it will 
exist in 1960 with the age brackets starting with under 1 year and 10 
years or older as a result of this year’s procurement. 

I would believe that these would be two significant charts. 

Mr. Gary. Without ojection they will be inserted at this point in 
the record. 

(The information follows:) 
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VEHICLES REQUESTED COMPARED WITH PURCHASES 


Mr. Gary. Now, will you also give us a statement showing the num- 
ber of vehicles requested, by classification, and the number you are 
actually purchasing ? 

Mr. Barnarp. For the current year? 

Mr. Gary. For the current year, 1960, and the number you are 
actually purchasing in each classification. 

Mr. Barnarp. We will do so, sir. 

(The information follows :) 


1960 estimated vehicle procurement 




















1960 estimate schedule as | 1960 estimate schedule in 1961 
originally presented to Con- budget estimate as presented 
gress to Congress 

Units | Amount | Average | Units | Amount | Average 

cost cost 
pee eben Geer soso oee ee wtceeee 2, 400 | $3, 840, 000 $1, 600 750 | $1, 200, 000 $1, 600 
4-ton: 
ee ee eee. 2,000 | 4,400,000 2,200 | 2,460 | 3,690,000 1, 500 
300 cubic feet aie 7, 520, 000 2,350 | 1,200} 2,820,000 2, 350 
LV eee eee ESS Ee ee Pane 29 59, 740 2, 060 
2 246 ton, 500 cubic feet _.........-.----.-- 800 | 3, 200,000 4,000 | 1,000 | 4,000,000 4, 000 
Tractors: 
DE eee eee eee 50 300, 000 6, 000 40 240, 000 6, 000 
IE odd seach ncn awenine iebanls nea padtiamieetenenee] rape mame 10 80, 000 8, 000 
Trailers: 
1 ERS FE Ree. See ee 120 300, 000 2, 500 50 110, 000 2, 200 
oo sontt cpa camakocannaaacannwed bnomasddl teadbuwnedecfonwnnmein 20 61, 600 3, 080 
EE SE EAE SE a IS eee Neemenere 35 123, 200 3, 520 
8 Es ener Oe, (Reine eae RE ae in alitocmmatnep 15 57, 750 3, 850 
| aS eee 2, 400 2, 400, 000 1,000 2, 400 2, 400, 000 1, 000 
AE RRR Ro eR PRS 10, 970 | 21,960,000 |..---.---- 8,009 | 14,842, 290 |...-.-.--. 























METRO-MITE TRUCK 


Mr. Gary. These figures show that you are purchasing 29 34-ton 
unitized body vehicles which were not requested last year. 

Mr. Barnarp, Mr. Chairman, that particular item is a test vehicle 
known as a “Metro-mite.” It is a product of International Harvester 
Corp. and it is a 4-cylinder, 34-ton truck, with a 200 cubic foot body. 
This is the particular vehicle to which I alluded in my earlier state- 
ment as being a much lighter, less expensive vehicle. 

I would like to call the attention of the committee that when this 
administration came in, in 1953, the makeup of the postal fleet was 
primarily heavy gross weight vehicles. We have learned, and found 
most practical the use of a light vehicle with large cubic capacity 
because mail itself is a very light weight commodity. So we have 
—_ gd continually to find lighter weight vehicles, less costly 
vehicles. 

These 29 “Metro-mites” were purchased and sent around the United 
States in many places to test them. The result of the test is so sub- 
stantially conclusive in their favor that we have been working with 
all of the major manufacturers in the automotive field, all of the Big 
Four and others, to the point that each of the major manufacturers 
is now prepared to develop a vehicle of this type and we expect to 
go out for competitive bids for this size and type truck to satisfy 
these requirements. 
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As I pointed out earlier these trucks we estimate to cost $1,600 
apiece as against $2,200. 

Mr. Gary. According to your table they cost $2,060 apiece. 

Mr. Barnarp. These were test vehicles, specifically built for the 
purpose. The “Metro-mite” truck is a commercial truck that Interna- 
tional Harvester sells throughout industry. We had them build 
these 29 to meet our specifications and they were more costly. 

My estimate of $1,600 is on a competitive open bid basis with new 
specifications. We expect that cost to be the one that would be 
prevalent. 

Mr. Chairman, Mr. Schlegel has just mentioned to me something 
that is of interest to the committee. The commercial retail price of 
this truck is over $2,400. We have among other changes put in a 
right-hand drive which is most costly and yet we still expect to get 
them for $1,600. 

Mr. Gary. You do not have any of those listed for procurement 
in 1961, however? 

Mr. Barnarp. I believe, Mr. Chairman, this is a foible in the make- 
up of charts because the trucks of this type that we expect to get are 
identified under 34-ton, 140 cubic foot, 2,793 vehicles at $1,600 apiece. 

Mr. Gary. $1,600? 

Mr. Barnarp. Yes, sir. 

Mr. Gary. Apparently you are purchasing 2,460 of those at $1,500 
apiece in 1960. 

Mr. Barnarp. These are the ones that we expect to buy this year, 
sir, which we have not yet procured, of this same type. 

Mr. Gary. You estimate you will get them for $1,500 this year, 
$1,600 next year? 

Mr. Barnarp. That is right, sir. 

Mr. PassMAn. Will the chairman yield ? 

On the 29 that you purchased, what did you pay each for those? 

Mr. Barnarp. $2,060, sir. 

Mr. Passman. $2,060? 

Mr. Barnarp. Yes, sir. 

Mr. Passman. After you submitted your specifications, and had it 
on a competitive basis, it was $1,600 per truck ? 

Mr. Barnarp. We bought these 29 trucks to test in the service to 
see if they were a vehicle we could use. 

Mr. Passman. You do not let the manufacturer test them for you? 

Mr. Barnarp. We have to put them into use in the postal service: 
The manufacturer did not indicate a willingness to give us 29 trucks 
eat in the service. They are a commercial item that the company 
sells, 

_ Mr. Passman. That is not the normal procedure in all your vehicles, 
is it, to have them made special at a premium to test them before you 
place an order? 

Mr. Barnarp. Mr. Passman, I call your attention again that the 
retail price of this truck is over $2,400. 

Mr. Passman. That does not enter into it. Specifically, you do not 
buy all your vehicles at a premium to test them before you place an 
order. Isthat a correct statement ? 

Mr. Barnarp. No, sir; but we do buy test vehicles. We buy them to 
test them ourselves. 
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Mr. Passman. In all categories there should be vehicle procurement 
policy. Or is this something that becomes an exception ? 

Mr. Barnarp. Any time that a type of truck that has never been 
used in the service before is necessary to test we would do that. 

Now, you may recall the purchase several years ago of some trucks 
we called the “Pony Express.” At that time we used research funds 
to buy some trucks from the Twin Coach Co. to test in the service. 

In the normal truck categories their commercial use is evidence 
enough for us that they will be adaptable to postal service. On this 
particular vehicle, because it was light and a completely new design 
of vehicle and had not been on the streets and available to us, we 
bought 29 vehicles to try them out. 

Mr. Passman. As a prospective producer of a large quantity of this 
particular type of vehicle would not that manufacturer have been 
willing under the most adverse conditions to try those vehicles out on 
their proving grounds and let you prescribe the type of test to which 
you wanted them put? Would that not be the normal procedure? 

Mr. Barnarp. Mr. Passman, I cannot speak for the manufacturers 
of vehicles. The reason we bought these 29 trucks was for operational 
tests, not mechanical tests. 

Mr. Passman. I understand. 

Mr. Barnarp. If a manufacturer was giving you a piece of equip- 
ment to test mechanically, I am sure that he would cooperate to the 
fullest, as many manufacturers have done with us in the past. 

When you are buying an item that he has for sale in his own distribu- 
torships throughout the United States and you want to make a few 
changes in that vehicle and then test from an operational standpoint 
in the postal service, we do not often receive offers of a gift of these 
vehicles for testing. 

Mr. Passman. We are not talking about gifts of testing vehicles. 
Usually they have proving grounds, as you know. They can do a 
better job testing them than you can. I think the manufacturer will 
take credit for that and be very disappointed to have any user trying 
to establish they could do a better job testing them than he could. 

Mr. Barnarp. I think, sir, you are still confusing the item with 
mechanical testing. Proving grounds are fine for that. Operation- 
ally we must put these on mail routes. We must test them in San 
Francisco, Detroit, and Dallas, and so forth, from our operational 
standpoint. This type of work could not possibly be done in manu- 
facturer testing. 

Mr. Passman. When two men in business always agree, one is un- 
necessary. I think the manufacturer could probably have done a 
better job. I won’t prolong the discussion. 

Thank you, Mr. Chairman. 


NUMBER OF TRUCKS WITH UNITIZED BODY CONSTRUCTION 


Mr. Gary. How many of the 2,793 140-cubic-feet 34-ton trucks that 
you are requesting for next year will have the unitized body that you 
spoke of ? 

Mr. Barnarp. Mr. Schlegel will answer that. 

_ Mr. Scuixcer. Mr. Chairman, we hope with the cooperation of 
industry to obtain the entire quantity of the smaller vehicles with the 
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unitized type construction. I am speaking of the entire automotive 
industry now. Let me preface that with one remark with which I 
think I can clarify Mr. Passman’s question. 

This little truck that we tested was the first of its type on the Ameri- 
can market with the unitized body. 

Mr. Gary. What do you mean by “unitized body” ? 

Mr. Scutecen. You have no chassis at all. The rear wheel assem- 
bly and front wheel assembly and the body itself become the frame, 
with reduction in weight. For example, the gross weight of this 
vehicle is only 4,000 pounds, yet it can carry a 1,500 pound pay load. 

So in relationship to previous trucks it is just like a lot of cars the 
public is buying now. Chrysler has a unitized body. The Lincoln 
has had a unitized body for some time. The new Falcon has one. 
The Corvair has a unitized body. 

So it is something entirely new coming into the market. This par- 
ticular truck was the first one on the market with a unitized body, 
with a small 4-cylinder engine which is economical to operate. We 
hope the work that the Department is doing with all the manu- 
facturers is such that when we go out for bids for this truck it will 
specify “unitized body” and we will get competitive prices. This is 
a thing we have to go into progressively until all of the manufacturers 
get a vehicle of this type ready. 


PURCHASE OF 65,000 GCW TRACTORS 


Mr. Gary. You did not request any tractors of 65,000 gross carried 
weight for this year; you are purchasing 10, apparently. 

Mr. ScuueceL. We have not purchased them yet, sir. The change 
from a 55,000 GCW to a 65,000 GCW, which is the total carried 
weight was necessitated by operational changes in the Long Island 
City truck routes where it was determined that they needed a heavier 
type tractor to carry heavier payloads. 

It is an operating requirement, Mr, Chairman. 

Mr. Gary. Does that mean that those publishers are not delivering 
to the terminal ? 

Mr. Scutxcet. No, sir; these are places where the Department has 
branch stations. Magazines and heavy bulk mail are hauled. I could 
not give you the details on it. The Long Island City truck routes 
which are worked back into the postal concentration center located in 
Long Island City, N.Y.—— 

Mr. Barnarp. Mr. Chairman, may I mention at this point that our 
requests for vehicles have always been, and I certainly intend they 
should be in the future, itemized to our best estimate by categories and 
sizes. 

However, there will be changes in service requirements which will 
make a change in the type of vehicle we should use and our intention 
is always to stay within the amount we specify in total dollars in the 
purchase of these various size vehicles. 


TRAILERS 


Mr. Gary. You did not request any 28-foot, 32-foot, or 35-foot 
trailers. Apparently you are purchasing twenty 28-foot trailers, 
thirty-five 32-foot trailers, and fifteen 35-foot trailers. 
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Mr. Barnarp. Again I think this is a matter of service requirement 
that came up after the budget was presented and a need for this type 
of vehicle. 

Mr. Atexanper. Mr. Chairman, will you yield right there? 

Mr. Gary. Yes, sir. 


EXPENDITURES GREATER THAN APPROPRIATIONS 


Mr. Atexanper. Is the record as given to us in the presentation here 
correct or not? 

Mr. Barnarp. As far as this year. 

Mr. Atexanper. As far as requirements for 1961. 

Mr. Barnarp. As far as we can estimate today, Mr. Alexander, 
these will be the requirements for 1961. 

Mr. Arexanper. As I understand some of the colloquy between 
you and the chairman, there was some differential in some of the past 
years in what was actually on the record. 

Mr. Gary. The differential was the spending of more money, Mr. 
Alexander, than the committee had allocated for certain purposes. 
These questions that I have been asking are concerned with differences 
in the vehicle procurement program. Of course we do not intend to 
pin them down to a line item basis, but to establish certain guiding 
principles. 

Mr. Barnarp. I was just going to say, Mr. Chairman, I believe in 
the table that what we asked money for and what we bought will show 
these discrepancies. 

Mr. Gary. I want the record to show why the discrepancies existed. 
TI was not making any particular criticism of the fact that they did 
exist but there ought to be some explanation. Mr. Barnard, [ am 
critical of the fact that you did exceed the total amount which we 
allotted for the vehicle program. I don’t think that should have been 
done without further consultation with the committee. You agree 
with that and you state that in the future if you do exceed the total 
amount you will consult us. Of course we do not expect you to con- 
sult us every time you make a change in the number of classifications, 
but I want to get those facts into the record to show what the differ- 
ences have been. 

EFFECT OF IMPROVED VEHICLE DESIGN 


What is the impact, in terms of dollars on the budget now under 
consideration, resulting from improved design changes which have 
taken place in the automotive industry for vehicles which the Post 
Office procures? And to what extent is your procurement restricted 
to custom-made vehicles? 

Mr. Scuiecet. May I answer? 

The impact has been no more than the increased cost in the general 
automotive field, Mr. Chairman. As a matter of fact, many of the 
advantages that the Post Office Department has worked out and has 
recieved the benefit of have been done by industry at no cost to the 
Department. I would say 95 percent of them. We have, if you will 
look at the record, maintained almost a constant price in the lighter 
vehicle field since 1957. The smaller truck has ranged anywhere 
from $1,900 to $2,167 in actual cost. 
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Now, the other question is a separate question unto itself. We do 
not buy those custom-made vehicles, we buy standard-type vehicles 
only from the production line and in volume. That excludes the 29 
vehicles that Mr. Passman raised a question about because, as I ex- 
plained, they were something entirely new on the American market. 
But the Post Office Department pays no premium and buys no special 
built vehicles. Our specifications are written so that any automotive 
manufacturer can bid on them and still meet operational and mechani- 
cal requirements. 

Mr. Gary. Are you now using any custom bodies for postal 
vehicles ? 

Mr. Scuireen. No, sir. No custom bodies and special bodies, 
Mr. Chairman. We use the standard panel body with slight modifi- 
cations to it. For example, we add the mail sorting tray which costs 
about $4 a body. We have doors that roll which don’t cost any more 
than two-part doors. We use a skylight roof in postal trucks which 
are plastic Fiberglas. They cost us about $8 less a truck. We use 
standard trucks which are not custom made, but which are production 
line built. 

Mr. Gary. Do you use standard transmissions ? 

Mr. Scriecen. Yes, sir. We would have'to because you could not 
support the vehicles in our scattered locations. For example, we 
supply vehicles to approximately 4,000 postmasters. Those are Gov- 
ernment-owned vehicles. The important thing is the vehicle not only 
has to be good but you have to support it with parts in the field. 

Mr. Barnarp. May I mention, Mr. Chairman, and I am sure the 
committee knows that Mr. Schlegel, before he became my deputy, 
was the Director of Vehicles. I would like to state that through his 
efforts in his capacity as Director of Vehicles tremendous interest in 
the automotive industry has arisen from our requirements. The pres- 
ent 34-ton, 200- and 300-cubic-foot body truck was nonexistent in 
American automotive annals until Mr. Schlegel, dealing with the 
industry, encouraged them to develop such a vehicle. It is now, as 
vou would see driving down the street, a very common vehicle on the 
street for bakeries and milk companies, and so forth. This is a tre- 
mendous thing, in our opinion, both for the public paying for the 
vehicle, for the Post Office, as well as helping other elements of com- 
merce get a more serviceable truck. 


METRO-MITE 


By the same token, Mr. Schlegel has been working for over 4 years 
with the manufacturers to develop a very light vehicle, and the Inter- 
national Harvester Co. was the first one to react. favorably to this 
general concept. Together with other industrial users, they devel- 
oped this truck that they call the metro-mite and introduced it to the 
American market. before we got into a position where we were devel- 
oping the truck ourselves. 

Now, as a result of the metro-mite being on the market and the 
changes which we have requested to be made in these 29 vehicles, this 
has now become a pattern for other automotive industry to adopt and 
to build similar trucks. The experience of International Harvester 
in the manufacture and distribution of these vehicles is rather sub- 
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stantial. They are selling them very rapidly throughout the United 
States to general commerce. So that I think to supplement what Mr. 
Schlegel has said the Post Office Department has gone to a great ex- 
tent to encourage American industry to make trucks that are usable 
anywhere but are particularly adaptable to us. 

Mr. Schlegel has just handed me a note saying 20,000 of these metro- 
mites are now on the street and have been sold commercially by 
International Harvester. 


IMPROVEMENT IN MAILSTERS BECAUSE OF COMPETITION 


Mr. Gary. Has competition in the auto industry provided any im- 
provements in mailsters? 

Mr. Scuuecet. Mr. Chairman, the mailster is an entirely new ve- 
hicle as to type and mechanical makeup—I will put it that way. It 
is a vehicle that was unknown, you might say, until the Post Office 
Department bought the first 300 of them in 1954. 

Mr. Gary. That was after years of experimenting on various types 
of vehicles? 

Mr. Scuurcen. Yes. 

Mr. Gary. I was very insistent that the Post Office try to develop 
some vehicle of that kind. 

Mr. Scuuiecen. From the experimentation that you saw on the early 
Mailsters where the box was in the front and there was a chain-driven 
vehicle with a small 214 horsepower engine, now we have the present 
vehicles which even though they have only a one-cylinder engine have 
a standard-type automotive drive that means no change, with a trans- 
mission, driveshaft and final drive or differential as you call it, which 
is comparable to a small automobile. Unfortunately the automobile 
manufacturers to date have shown little if any interest in this small 
vehicle. The Department has had to depend, you might say, on the 
smaller manufacturers who make things of that type in developing 
this vehicle. ; 

Mr. Gary. We understand that. 

What we are trying to find out is this. Have you developed any 
competition among them—— 

r. ScHLEGEL. Yes, sir. 

Mr. Gary. That has resulted in improvements in the machine? 

Mr. Scutrcet. Maybe I didn’t answer the question right. Let me 
say this. We now have prototypes which we tested for over 20 
months which have been made up by two very prominent manufac- 
turers, one on the west coast, the other the Ingersoll Division of 
Borg-Warner Corp. which is a big supplier of automotive components 
as well as several other small companies who have bid this type. I 
would say we have in this country today at least 15 competent manu- 
facturers or assemblers, who are interested in building this vehicle. 

Mr. Gary. That is fine. That is exactly what we want to find 
out because we knew it had been developed primarily for the Post 
Office. We wanted to know whether you had reached the point where 
you could get competition among the manufacturers and have them 
work out additional improvements and possibly some competitive 
reduction in price as a result. 

Mr. Scuixce.. The Canadian postal authorities on observing what 
we have done with this type vehicle have a substantial quantity in 
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Canada now operating in Ottawa and several other large cities. The 
Air Force and Atomic Energy Commission and a lot of the other 
Government agencies have found that they can use this little vehicle 
for guard duty, around posts, camps, or stations or hauling material 
from one building to another. It is becoming quite a prominent 
vehicle in Government service. In addition to that, there have been 
approximately 2,000 of them sold of the same design which are used 
for deliveries from shopping centers and for other people who want a 
small delivery vehicle. So what the Department started back in the 
early days is becoming quite a permanent thing. 


SAVINGS FROM NEW METHOD OF MAKING STREET LETTERBOXES 


Mr. Gary. What savings have resulted from the new method of 
fabrication of street letterboxes which has produced the push-in flap 
and otherwise resulted in reducing unit cost ? 

Mr. Barnarp. Mr. Chairman, I believe that you are alluding to a 
very recent prototype mailbox of which there are only two that have 
been fabricated and are now being tested. I judge this from the de- 
scription as a push-in flap. One of the employees of the Department 
has invented a box that is similar in design to a swinging top 
receptacle. 

The indications are that his particular type box would be no less 
expensive and possibly more expensive to fabricate but the tests are 
just now getting underway on this particular item. The standard 
boxes that the Department is presently procuring are the typical 
rounded top collection box with a pull drawer side into which you 
deposit your mail. And that, incidentally, costs $28.78. We also buy 
a snorkel attachment which is the protruding chute that can be at- 
tached to the street side of the box so that automobile patrons can 
drive up to a curb and deposit mail in through the snorkel. The 
snorkel costs $7.25 and may be attached to any of the standard boxes. 

The question of whether or not this new type box will be more or 
less expensive or the same price is yet to be determined. 

Mr. Gary. I have in my mind a copy of the 1958 Annual Report of 
the Postmaster General and on page 27 is the picture of a very attrac- 
tive young lady putting mail in a box and underneath it says: 

New push-in collection box permitting single hand operation. An improved 
dual-purpose street letterbox has been designed and is being tested. It utilizes 
anew “push-in” flap so pedestrian mail can be deposited with the use of only one 
hand. An opening is also provided on the street curb side to accommodate 
patrons in automobiles. The change in design also permits methods of fabrica- 
tion which will improve the appearance of the box and greatly reduce unit costs. 

Mr. Barnarp. This particular box, Mr. Chairman, is not the one 
to which I referred. 

These boxes are being studied and I just received an indication 
from Mr. Plummer that no conclusive determination has been made 
as far as research. The box that I spoke of with a push-in type top is 
a still different study item but these have not been standardized and 
are not being procured in quantity at the present time. 

Mr. Gary. Is the one referred to in the 1958 report now in use ? 

Mr. Barnarp. No, sir; it has not been standardized nor is it under 
procurement. 
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Mr. Gary. Therefore the savings which were predicted have not 
materialized ? 

Mr. Barnarp. Not to date. 

Mr. Gary. Thank yousir. Mr. Passman. 


LEASING OF NEW BUILDINGS ON GOVERNMENT LAND 

Mr. Passman. Mr. Barnard, on page 2 of your statement, I read: 

In fiscal 1961, as our postal modernization program progresses, it is planned 
that about 1,442 newly constructed leased buildings will be occupied. 

How many of those buildings will be built on land owned by the 
Government ? 

Mr. Barnarp. Very few, Mr. Passman. I do not have the actual 
count available this morning. But very few will utilize property that 
is now owned by the Government. There were a total of some 150 
sites that were purchased by the Government over years past for 
intended public works and we have, I think, to date some 20 or 30 
of those sites being utilized in our leasing program. But it is a 
rather small number. 

Mr. PassmMAn. On newly constructed leased buildings, that is some- 
what the same policy you followed in the past; you may lease for 2, 
5, or 10 years, depending entirely upon the location and the require- 
ments ? 

Mr. Barnarp. Yes, sir. 

Mr. Passman. None of these buildings will be purchased by the 
Government at some subsequent date ? 

Mr. Barnarp. No, sir. Our policy on the buildings that are being 
constructed on these federally-owned sites is to take either a 20- or 
30-year term even though they may be small buildings. This refers 
back to the questions Mr. Gary asked earlier. The reason we have es- 
tablished that policy is twofold. First, it is in all cases, or let’s say 
with very few exceptions, the principal post office of that community. 
In light of this fact and particularly considering that the Government 
bought this site for a public works federally owned building at_one 
time, we have felt we can design these buildings so they could be 
expanded but that the location as the principal office would be main- 
tained. eal : 

Secondly, in order to keep our cost at a minimum we are selling these 
sites that are now Government-owned to the successful lease bidder at 
the original acquisition cost, or the current appraisal, whichever 1s 
less. 

In giving a beneficial price to the new owner we want to have the 
security of a long term lease. For example, we have sites where the 
purchase in, say, 1926 or 1928 would have been $5,000 or $8,000 for the 
site. Today an appraisal might show that that parcel of land is 
worth $30,000. We sell it at the low figure and then take a 30-year 
lease with options for renewal and options to purchase. In this way 
the Government can benefit from a low land cost and be protected for 
a long term of years. ‘ 

Mr. Passman. You are submitting, then, that free enterprise can 
do the job better than you can, is that right? 

Mr. Barnarp. Yes, sir. 
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ACQUISITION OF SITES AND LEASE OF BUILDINGS 


Mr. Passman. A few years ago Congress authorized and appropri- 
ated funds to purchase one site in each congressional district. Ata 
subsequent date in many of these districts they had buildings con- 
structed according to Government specifications on a lease basis. In 
those instances are you dealing with the individual from whom you 
recently bought the land ? 

Mr. Barnarp. Are you referring, sir, to the lease purchase law ? 

Mr. Passman. That is correct, yes. 

Mr. Barnarp. The Post Office Department only has five lease pur- 
chase contracts. 

Mr. Passman. There happened to be one in my district. That is 
why I am asking the question. 

Mr. Barnarp. That, sir, I believe was GSA. 

Mr. Passman. Jonesboro, La. 

Mr. Barnarp. Yes. 

Mr. Gary. Will the gentleman yield? 

Mr. Passman. Yes. 

Mr. Gary. I think the particular purchase that you have reference 
to was not under the lease purchase law but under another law au- 


thorizing the purchase of a site in each congressional district in the 
United States. 


Mr. Barnarp. That is right. 

Mr. Passman. I prefaced my remarks by saying that. How about 
the particular special authorization where the Congress has author- 
ized the purchase of a site in each one of the congressional districts. 
How many sites did you purchase, do you recall? 

Mr. Barnarp. The Post Office Department purchased none. 

Mr, Passman. I am speaking of the Government. 

Mr. Barnarp. The General Services Administration bought these 
sites for various purposes. There were approximately, from 1926 to 
date, 150 which were bought specifically for a post office. 

Mr. Passman. Yes. All right. 

Mr. Barnarp. In addition to those sites there were hundreds that 
were bought around the United States for general purpose. 

Mr. PassmaNn. The law I am referring to authorized the purchase 
of only one site per congressional district. 

Mr. Barnarp. The majority of those were for general purpose build- 
ings, not just for the Post Office. 

Mr. Passman. In most instances the ones I visited, the one speci- 
fically in my district was being used primarily for the Post Office 
Department. My question is this: Is the Government offering to sell 
those buildings and sites to the original owner of the land or does 
your reply refer to the other type of lease purchase? 

Mr. Barnarp. No, sir. The Government is not offering these for 
sale to anyone, I still believe we have a misunderstanding here. In 
your particular case, that site was bought by GSA for a general pur- 
pose Federal Building. 

Mr. Passman. That is right. 

Mr. Barnarp. The Post Office is a part of it and a large part of it. 
That project was developed by GSA under lease purchase and they 
did not sell the site to the man who owns the building today. They 
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are buying the building on a long term purchase contract and will ulti- 
mately end up in ownership of the entire thing. In the meantime they 
do own the ground. They have not relinquished the ground except 
under a ground lease. The type of thing I was discussing before is 
under the commercial lease program, not lease purchase. We do sell 
the sites which were bought for Government ownership public works 
construction of a post office only. We are selling those sites on the 


basis I described to the man who is the low bidder for a lease con- 
struction of a post office only. It does not involve the sale of anything 

having to do with an existing Government contract. 
Mr. Passman. The reason being, of course, that free prey can 
uilding 


actually do the job cheaper than you could own your own 
and maintain it? 
Mr. Barnarp. That is correct, sir. 


POST OFFICE APPROVAL OF PLANS PRIOR TO AWARDING OF CONTRACT 
BY GSA 


Mr. Passman. I had a reason for asking this question. If we take 
the special legislation providing for the purchase of one site in each 
congressional district, in a great many instances a majority of this 
space will be used by the Post Office Department. In drawing the 
plans and specifications did GSA get your approval, the require- 
ments of the Post Office Department before awarding the contract? 

Mr. Barnarp. Yes, sir; we worked closely with GSA on both the 
space determination and the details of our area in the building. 


SIZE OF BUILDINGS CONSTRUCTED UNDER LEASE PURCHASE LAW 


Mr. Passman. In the 156 buildings that you built under this spe- 
cial legislation, how many of them already are too small for the 
Post Office Department ? 

Mr. Barnarp. Are you speaking of new buildings? 

Mr. Passman. New buildings recently completed. 

Mr. Barnarp. That GSA awarded the contracts on ? 

Mr. Passman. Yes. 

Mr. Barnarp. I could not tell you any recent analysis of space 
already too small. 

Mr. Passman. Have you had any complaints or reports from the 
postmasters that they had outgrown the buildings before they moved 
in? 

Mr. Barnarp. May I ask Mr. Barnes, the Assistant Postmaster 
General for Operations, to report if he had any complaints about the 
new buildings of the GSA lease purchase type that have been occupied 
recently that are too small ? 

Mr. Barnes. I don’t have any such information. 

Mr. Passman. I am not going to mar the record by citing a case, 
but I think I know two instances, and I am just wondering whether 
with this increase in our population and the rapidly growing com- 
munities if we should not have a little closer look at what the re- 
quirements of the future will be. I am thinking now of one town 
that has had about an 18-percent increase since we purchased the lot. 
It took about 5 years from date of purchase to award the contract. 
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They are outgrowing the building before they move in. There may 
be other instances. 

Thank you, Mr. Chairman. That isall. 

Mr. Pituion. Mr. Barnard, I have this sheet in front of me. 

Mr. Barnarp. Yes. 


RENT AND LEASES ON 5-YEAR LEASE PURCHASE PROPERTY 


Mr. Prixto0n. It is entitled “Facilities obligations.” Do you have 
that somewhere ? 

Mr. Barnarp. I gave mine to the reporter yesterday. 

Mr. Prion. Here is one right here, “Facilities obligations.” 

Mr. Barnarp. Thank you. 

Mr. Pitxt0on. The first item there is rents and leases. Is that mostly 
commercial lease properties, rentals for commercial leases? 

Mr. Barnarp. Yes, sir. This is the payment of rents and leases 
and the payments on the purchase contracts for our five lease purchase 
properties. 

Mr. Prxt0Nn. I note that the increase there is from $47 million for 
1960, jumping up to $62 million for 1961, an increase of $14 million 
or roughly 30 percent above the 1960 estimate. 

In the justifications the recital is made about 1,281 newly leased 
buildings go up in 1960 and in 1961 it is planned to occupy about 1,442 
newly constructed buildings on the lease basis, I presume ? 

Mr. Barnarp. Yes, sir. 

Mr. Pitxton. In which are located many of the post offices. Of 
course the building itself is owned by the Federal Government, is that 
right ? 

Mr. Barnarp. Only about 10 percent. 

Mr. Prrui0on. About 10 percent ? 

Mr. Barnarp. Yes, sir. 

Mr. Pitut0n. The balance, roughly, then, about thirty thousand is 
this type of lease? 

Mr. Barnarp. Yes, sir. 

Mr. Priut0n. Is there a time when this construction of new build- 
ings, which has jumped from 1,281 in 1960 to a prospective 1,442 in 
1961 will level off? Can we expect a continued increase of 30 percent 
from here on? Are we proceeding too fast or perhaps not fast 
enough? Ido not know. 

Mr. Barnarp. Mr. Pillion 

Mr. Priiton. It seems like a terrific jump, 30 percent in 1 year. 

Mr. Barnarp. The estimate of the Department is that there is a 
total need throughout the United States of about 12,000 entirely new 
units or replacement of inadequate facilities. Since 1953, January, 
the Department has completed contracts on 3,400 plus such buildings. 

We say, as you mention, in our justification that we anticipate 
occupying 1,442 next year. The expenditure by private capital to 
date is equal to about $270 million for these 3,400 buildings and the 
rent cost therefore is in ratio to this capital expenditure. 

Now, I don’t see any opportunity for a lessening in increases in 
the rent account until we have reached the ultimate goal for replace- 
ment of obsolete facilities but the analysis of the Department is that 
on the basis of yearly costs these leases are substantially less than 
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direct outlays of capital to build these buildings. This is why I give 
you this comparison of cost. 

Mr. Piiuion. Yes. 

Mr. Barnarp. Now, it will be expensive. There would be no princi- 
ple in my saying to you that it is going to level off early, that it is really 
a very inexpensive operation. It will not be inexpensive. But the 
comparative cost of expense between this type of program and direct 
capital outlay are in favor of the Government. 

Now, I think that depending on how rapidly we move ahead with 
modernizaiton and reach the goal of this 12,000 estimated buildings, 
we will attain a level where the requirement for additional sums 
should level off. 

Mr. Pritt0on. Well, the thing I am driving at is this. You have, 
say, 12,000 that need replacement. You have completed, say, 3,400, 
leaving a balance of somewhere around 8,500. If you proceed at the 
rate of 1,400 that should take about 6 or 7 years to complete that 
original 12,000. 

Mr. Barnarp. Yes, sir. 

Mr. Pixt0n. In the meantime I suppose new ones will develop. 
But as to the rate at which you are replacing these 1,400 a year, do 
you reach a point where perhaps that may be too rapid or not? 

Mr. Barnarp. No,sir. Asa matter of fact we consider that a mini- 
mum 1-year operation. We had calculated in our earliest description 
of modernizaiton a 3- or 4-year term in which the first year we would 
do approximately 1,400 to 1,600 buildings and in the last year of a 3- 
or 4-year program we would be up to a point of over 5,000 or 6,000 
buildings in that one year. 

Now, the reason for needing to take that kind of an acceleraiton is 
to develop staff and engineering and so forth. To get the buildings 
ready to go takes some time. Actually, if we were trying to do this 
in 3 years we could be at a production level of 6,000 buildings in a 
year at that point. We are not at that level now. But we do feel 
that 1,400 is really a very minimal number when we consider the gross 
inadequacies of so many postal facilities. 


REIMBURSABLE SITE ACQUISITIONS 


Mr. Prion. The next item there is “Reimbursable site acquisi- 
tions.” I suppose that means that where you are contemplating build- 
ing a new facility you go out and get an option, say for $50,000 for a 
site and then the person who bids the property gets an assignment of 
that site for $50,000, and eventually you are reimbursed for the 
$50,000, is that right, in cash ? 

Mr. Barnarp. Pretty nearly, Mr. Pillion. The one discrepancy 
is a peculiarity of our laws. If we are going to use a site that cost 
$200,000, our normal practice, when we take a contract to pay any- 
thing, is to pay 10 percent as an earnest money payment. So this would 
be $20,000. Now, the peculiarity in the law is that as of the date we 
sign the contract, the Government is obligated for the $200,000, not 
just the $20,000. 

We can either close that transaction and take title to that property 
or we can leave it on a contract basis. In either event the contract 
or the deed is turned over to the successful bidder and he reimburses 
the Government the cash laid out to that point. 
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In other words, if it is still on a contract basis, he would give us 
$20,000 back, and assume the liability, which in turn would release 
the Government from the obligation of $200,000 in this account. If 
we have closed the transaction and actually paid the $200,000, he 
gives us the $200,000 which goes back into this account. 

Mr. Pir110oNn. That is why I am trying to figure out why it is that 
if you advance, say, $9 million as the figures indicate here in 1959, 
why over a course of a year or two you are not being reimbursed to 
the same extent that you are laying out these funds so that you do 
not have a situation ies in 1959 your appropriation was $9 million, 
and your reimbursement was $2.5 million. In 1960 you laid out $7.5 
and your reimbursement. was $3.5 leaving a net loss or net loss in «ctual 
cash, say, of $4 million. Why is it that your reimbursements do not 
reach the total of your outlays over a period of years? 

Mr. Barnarp. This is a situation that develops from the time neces- 
sary from the date we acquire the real estate to make an award for 
the construction. Let me use Detroit, Mich., as an example. We 
entered into a contract to buy the Detroit land in a period of time 
actually 2 fiscal years ahead of when we closed the Detroit transaction. 
So that the amount of money that was involved in the Detroit purchase 
was in suspension, so to speak, as a capital asset. The Government 
has not lost anything. They own real estate instead of dollar bills at 
that point. 

This item was in suspense until the final contract could be entered 
into with the successful bidder. Now, when you are buying large par- 
cels of land in expensive areas—and incidentally, we have to enter into 
these actual purchase contracts where land is a short commodity, the 
man is not willing to let us have an option for an indefinite period of 
time—we get into expensive purchases which may take a year or 18 
months between the purchase of the land and the return of the capital. 

Mr. Pitut0Nn. I understand. 

Mr. Barnarp. But we have got all of this fund, or this reimbursable 
item either in cash or in real estate and it all will come back to the 
Government on this basis as the contract is paid. 

Mr. Pitiion. I understand. There will be a lag of a year or 2 or 3 
but there must come a time when the lag stops and you are getting 
back and being reimbursed for moneys that you expended 3 or 4 years 
back. So over a course of 3 or 4 years that ought to level off and 
sometimes you will be getting back a great deal more than is necessary 
to put out for a succeeding year because you have an accumulation 
of money that you have not been reimbursed for over a period of 
years. 

Here you have a 3-year period. In each one you seem to have 
just about the same amount of nonreimbursement. When do you 
arrive at a point where the reimbursement will exceed or will be the 
same or pretty nearly match the outlay, the initial outlay? That 
ought to show up in 3 years. 

Mr. Barnarp. May I answer the question, Mr. Pillion, in two 
Ways? 

The only time you are going to get all the money back is at the 
time you cease buying real estate and within a period of a year or 
18 months after the last. piece of real estate is bought you will have 
all your money back. It is not possible to give you a given year 
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when the reimbursements would exceed the outlay. That would come 
about only when in a previous year or years you have bought more 
real estate than you buy in the current year. 

So the amounts will vary. Now, we have some very expensive 
parcels of real estate that were bought just this year, for example. 
That means that next year we could, if we bought less valuable pieces 
of real estate in next year’s program, we would have a larger amount 
back in the account as against what we spent. But it depends on the 
amount of money in each real estate transaction tied with the length 
of time for that transaction to materialize. It will fluctuate. I think 
that this is strictly coincidence that these 3 years have run in this 

attern because we have only had one really big real estate transaction 
in these 3 years and that was Detroit. 

Now, this year we have several. May I give you another example? 
Harrisburg, Pa., which is on this year’s program, as you may recall 
from last year’s budget presentation. We bought the land in Harris- 
“ej and we have over $2 million involved in Harrisburg alone in the 

and, 

If we make the contract between now and June for the construction 
of Harrisburg, that $2 million will come back. It has been in suspense 
for 21% years. 

Mr. Pittton. So should some of the $9 million that we spent in 
1959. 

Mr. Barnarp. That is right. 

Mr. Pitxt0on. That should be coming back. 

Mr. Barnarp. That is right. 

Mr. Pittt0Nn. So the time comes when you ought to be getting back 
$8 or $9 million ? 

Mr. Barnarp. That is correct. 

Mr. Pitiion. When you are spending or advancing $8 or $9 million? 

Mr. Barnarp. That is correct, sir. We anticipate, incidentally, 
that there will be a time coming when we will not have to ask for 
additional money in this account because the reimbursements will 
either be equal to or will exceed the amount we need to spend in that 
given year. 

CONSTRUCTION OF A POST OFFICE IN BUFFALO 


Mr. Pitiion. The Buffalo situation, Mr. Barnard, has been quite 
a thorn in the side of many people in Buffalo. It has been going on 
for a long, long time. It is a building that was built in 1901, which 
is almost. 60 years old and I think all of your reports show that it is 
one of the uneconomical operations. We have a post office in Buffalo, 
an old building that is really an architectural monstrosity. Your 
postal facilities are out at the New York Central Railroad. It is one 
that lends itself to a new facility as you well know. 

Now, the situation there was this, roughly, that this facility had 
a top priority even before the Korean war and it has continued with 
a top priority. In about the year of 1956 announcement was made 
by the Post Office that a new post office facility would be built in 
Buffalo. Since that time, based upon that announcement, there have 
been numerous inquiries made to your Bureau concerning this post 
office building and the assurance was given time after time, in fact 
I have notes here all over the lot, that the facility was receiving at- 
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tention of your Bureau, and study was being made, engineeringwise, 
mechanization, et cetera. The matter has been postponed month after 
month, year after year, to a point where it has become a very, very 
embarrassing situation in Buffalo to the chamber of commerce and to 
everybody else. 

I have here a clipping from the postmaster there. Itsays: 

“New post office to be ready for use in 1959.” 

Based upon assurances, the Members of Congress from that area 
talked about the new post office and we find that we are pretty far 
away from it even at this period of time until it has become a great 
embarrassment to an awful lot of people, including myself. 

I sometimes feel very, very foolish about the whole situation be- 
cause based upon assurances from your Bureau I have made statements 
to the effect that the post office would be built next year or next month, 
et cetera. Westill do not have it. 

I have written twice to Postmaster General Summerfield about the 
situation and was assured that it was being studied and handled in 
the quickest possible way. 

I also appreciate the difficulties you have had there in Buffalo. 
Your Department. When I say “you”, I do not mean you personally. 
I am talking about your Bureau. You selected one site. We were 
going to build a facility there of three or four stories and that was 
canceled. Because of mechanization you wanted to change that from 
that type of a building to a one-story building. And as a result the 
site was changed. 

I have here a very recent editorial from one of the newspapers 
Wednesday, December 16. The heading of it is: “Sorry Record on 
New Post Office.” 

The Buffalo Chamber of Commerce demand for action, not promises, on con- 
struction by the Federal Government of a new main post office to serve the 
Buffalo area brings attention again to the sorry record of delay and excuses in 
Washington concerning the project. 

“Altogether too many promises have been made by postal officials in Washing- 
ton,” said a statement issued in connection with adoption of a legislative pro- 
gram by the chamber of commerce board of directors. “What we need is early 
action.” 

We do, indeed. The most recent word from Washington on the subject is that 
construction near central terminal cannot begin until funds for new equipment 
are appropriated. Thus, it seems, the buck is passed back to Congress. 

Area Congressmen are put in a poor light by the delay, whatever its cause. 
If there is a bone to pick with postal officials, it is up to the Congressmen to 
whom the Federal portion of the chamber of commerce legislative program is 
addressed to see to its picking forthwith. If it is a matter of getting an appro- 
priation for the equipment that is their business. 

It is a situation that requires, I think, immediate attention on the 
part of the Bureau. 

The policy of announcing the construction of a post office and then 
letting the matter drag or delay for a period of 4 years is one that is 
not conducive to gaining respect either for the area Congressmen and 
the Senators, nor is it, I think, a wise policy on the part of the Bureau 
to place itself in the position where it makes that announcement and 
then is unable to follow it up by some type of action. 

I note that the city of Buffalo is listed in the listing of cities for 
which facilities appropriations are asked for in this 1961 budget and 
I wondered if you en give us a rundown on what the status of this 
Buffalo post office situation is at the present time. 
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Mr. Barnarp. Mr. Pillion, I would like to first mention in my reply 
that the announcement of the proposed new post office in Buffalo in 
1956 is as regrettable to this Department as it is to you as the Con- 
gressman from the district or to the people of Buffalo. I think that 
it is important for all of us to try to explain to the newspapers and 
to the public that the reason that that particular project was stopped 
in the very late part of 1957 was because the new concept of mechan- 
ization came in and it was found that the Buffalo facility as planned 
would be insufficient. Incidentally, the plans were well advanced, 
we were ready to go to bid within a very few weeks on the basis of the 
old criteria, when we canceled the project. Buffalo was not the only 
city of many major cities that slack this loss. At Philadelphia, 
Pa., we were out for bids and had received the bids for the construc- 
tion and lease of a new building when the Deputy Postmaster General, 
Mr. Sessions, canceled the whole project and it has been completely 
done over. So to that extent, in no way trying to belittle the Buffalo 
problem, the Philadelphia situation was apparently right in our 
hands, we had bids but because of the concept of mechanization all 
of these projects were thrown out and started all over. 

In the summer of 1958 a restudy was made on the basis of new 
criteria, including mechanization, and a new site was determined to 
be needed because the old site was incompetent to handle the building. 
So in 1958 we started the negotiations for a site. 

I would like to call to your attention, sir, that on pages 367 and 
368 of the hearings before this committee last February there is a col- 
loquy between yourself and me on this same subject and in the last 
portion of that colloquy I state to you that— 


if we are able to proceed with these buildings— 
and I am referring there to the ones in last year’s presentation— 


and we would contemplate an addition to the 10 that we have talked about in the 
two parts of this presentation, we would expect to move in on another 10 or 15 
during 1960 to get those ready to go out to bid during the latter part of that 
year and the early part of 1961. If these plans come to fruition, I believe that 
you could expect to find an item such as we have here on these seven buildings 
covering Buffalo in the next fiscal year for the procurement of equipment to 
tie in with the construction of the building. 


To which your reply was: 
Thank you. 


Now, there has been no change whatsoever since our testimony 
last year, except for the fact that in the final appropriations the Con- 
gress gave the Department $814 million less money for moderniza- 
tion than we had requested and as a result we had to defer three 
projects that were in last year’s list and do them this year. 

Now, the plans for Buffalo have gone ahead. We have the land, 
securely tied down as I am sure I notified you by letter when it was 
secured. The option that we have from the New York Central Rail- 
road runs for 2 years from the early part of 1959. The engineers are 
in the process now of the operations analysis necessary for the mech- 
anization. The engineers also are developing the schematic plans 
preliminary to hiring an architect for this job, As was intimated 
in my testimony last year, the plans will be developed in this fiscal 
year. The architect will be hired in this fiscal year with funds that 
are available to us now, and if the appropriations are sufficient to 
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cover the procurement of equipment, Buffalo enjoys a very high pri- 
ority on the list of 20 buildings for next year; and I believe that my 
assurance to you that this would be done can be met. ; 

I would like to mention only for clarification that the changes in 
these schedules for buildings were primarily based upon the concept 
of mechanization. 

Mr. Piti10n. I can understand the delay because of the mechaniza- 
tion program which you have. But you know your Bureau has never 
really come out and said that is the basis for your delay, and, as a 
result, we have had all of this difficulty in the city of Buffalo. 

For instance, just let me read to you my notes on some conversa- 
tions I have had with some gentlemen in your office. 

In February of last year. Here are my notations of what was said. 
They expect the project to be finished in 2 or 3 months, They expect 
to tie up the land with the New York Central in a little while. They 
expected detail engineering to be completed in the late summer of 
1959. They expect project to be ready for bids in January 1960. 
They expect construction to start in spring 1960. 

Those are my notes of conversations made. I have all kinds of 
notes such as that, one after another. 

Mr. Barnarp. Mr. Pillion, don’t you feel that the testimony in 
last year’s presentation of the budget superseded this, sir? I don’t 
intend to argue the point at all. 

Mr. Pixxi0n. I am just trying to give you an example of what has 
happened here in the situation and the misunderstanding that arises 
from a situation that has been going on aproximately 4 years. 

Mr. Barnarp. I do not intend, Mr. Pillion, to attempt to argue at 
all, sir. 

Mr. Pruut0on. I don’t mean to argue. 

Mr. Barnarp. I have tried to lay out to you the reasons the proj- 
ect was canceled flat, put aside, and why it was voleosbinnt I 
would also like to mention that your conversations, true enough, 
have been with the Bureau of Facilities—and in most all of the oc- 
casions I know your conversations, sir, have been with me. I realize 
I have made tentative commitments to you based on the knowledge 
I had then. 

I would only like to mention that the Bureau of Facilities is the 
procurement bureau, not the planning or development bureau. The 
Bureau of Operations that is going to run this postal facility in Buf- 
falo, is the predominant bureau from the standpoint of needing to 
make sure that they have their interest covered. The Office of Re- 
search and Engineering is the design office and the mechanization 
design included with the building design. 

The operation as far as the Department is concerned must dove- 
tail with the Bureau of Operations, the Office of Research and En- 
gineering, and our own Bureau. Therefore, I could only at any one 
point, including today, tell you what the schedule was on the basis 
of today’s knowledge. The delays, in my opinion, sir, have stopped 
and ceased to exist since last January. We are on target today. I | 
told you in the hearings last year that there would be an item in 
this year’s budget for the Buffalo equipment. I told you either in 
the hearing or on a separate occasion that in this current fiscal year 
we would tie down the land, we would develop the operation analysis, 
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and we would hire the architect. And I give my assurance to- 
day, sir, that this will be done unless something very drastic happens. 

Mr. Pittion. Fine. 

Mr. Barnarp. The building will be under construction next fiscal 
year and my estimate is it will be under construction before the end 
of 1960. 

Mr. Pituion. Fine. 

(Discussion off the record. ) 

Mr. Pitti0on. Now, one other matter. 

As you know, that building is to be constructed on the site of a stock- 
yard that is operated by the New York Central for its own care of the 
cattle that go through there. In addition to that, there are a number 
of stockyards that take care of cattle that are brought in from the 
countryside and the people who operate this separate stockyard have 
been very much disturbed for a number of years, and I think you are 
acquainted with the problem because we insisted that your facility 
be not built in a oadkeuai where the New York Central would con- 
tinue to operate a portion of the stockyards and allow other delapi- 
dated building of the stockyards to continue around your new facility. 
We wanted the whole area cleaned up. That was one of the troubles 
we had in accepting that new site, Mr. Barnard. 

It was agreed by the New York Central that they would furnish 
these folks, these stockyard operators, private operators, with a new 
site, somewhere else. And these people for years now have been trying 
to get a commitment from the New York Central which is all part 
of this pattern of negotiations, so they could remove their present 
operations to this new site and so far the developments there have not 
been progressing very rapidly and they are still up in the air and 
have no idea what the New York Central and the Erie Railroad, I 
understand, is tied in with it, what they are going to do in offering 
them a new site for their future operations. 

I wonder if someone in your Bureau would be good enough to 
check into that so that we could give those businessmen some assur- 
ance of the situation so far as their stockyard operations are concerned ! 

Mr. Barnarp. I will be happy to, sir. I will take the matter up with 
the vice president of the New York Central. 

Mr. Pitxton. Fine. Thank you very much. 

Mr. Passman. Mr. Steed. 


NEW POST OFFICE IN OKLAHOMA 


Mr. Sreep. Mr. Barnard, I would like to detail the situation in my 
district and see if you have under existing law the authority to do 
anything like this. 

In one town in my district there is a federally owned building that 
has been there about 30 or more years. Presently it is inadequate 
and it has been said that modernizing or enlarging the building would 
probably be a rather expensive proposition. Now, the city govern- 
ment would like to have the present post office building for a city 
hall because it would be adequate for their needs. There is a site 
across the street where a new postal building could be erected which 
would be large enough for their needs today, which also could include 
office space for two or three other Federal agencies that are presently 
renting space in this town. 
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Is there any way that you can dispose of this old building to the 
city government and possibly to build a new building there, assuming 
that all these facts are true and in the long run the Government’s best 
interest is building a new building, rather than trying to fix up an 
old one? 

Mr. Barnarp. This circumstance has come up a number of times in 
the past, Mr. Steed. If I can just spend a few minutes, I will try to 
give you the circumference of the ways in which we try to handle this 
type of problem. 

In the first place, the Post Office Department does not own this exist- 
ing building, as I am sure you are aware. It is GSA that owns it. 
Therefore we have no direct control over what happens to it when we 
are through with it. However, in similar circumstances we have done 
one of several things. The first possibility is for the city, assuming 
that the city owns a replacement site, to offer this site in exchange for 
the federally owned building when it is vacated, with whatever is 
necessary to equalize the values in cash. 

This can be done either if a Federal building is built by GSA under 
direct appropriations or if we will agree with GSA that this site is 
acceptable to us and if the city turns the acceptable site over to us 
we will give our authority for GSA to make their transfer to the city. 
A second way to do it would be to have the city make available to us 
the site of which you speak for use in our commercial lease program 
and in that way it is also possible that GSA could enter into a com- 
mercial lease for space for other agencies as part of the same building. 
By giving us the control of that by option we can design a new build- 
ing, put it out on the market for bid and get an award made under the 
lease program without ever clouding the Federal property. But at 
the same time in a coincidental action we would inform the Adminis- 
trator of General Services that the city was interested in acquiring this 
property when we vacated it and get him into immediate communica- 
tion on the means by which the Government would see that. the city 
government got this property. I am not an authority on the specific 
law, but I do understand that GSA has the authority to negotiate with 
a municipality on a piece of real estate such as this. I have been aware 
of cases where they have given such a site to a community or have sold 
it for a very nominal price. 

But this is an action taken by the GSA Administrator rather than 
by ourselves. Our entry into the thing and our help in seeing to it 
that he is completely posted on the city’s desires has.always worked 
out in the past. To take this specific case that you are mentioning 
I would recommend making the site available to the Government for 
a commercial lease building, get our plans all set together on that, 
and move ahead on that type of an operation followed by the negotia- 
ans between the city and GSA for the acquisition of the present 

uilding. 

Mr. Steep. All right. Thank you very much. That certainly does 
provide a legitimate answer to this problem if the local interest could 
take the proper steps to get it considered. I do appreciate your counsel 
and advice on it. 

That is all I had, Mr. Chairman. 

Mr. Gary. Mr. Alexander. 
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ADDITIONAL SQUARE FEET OF POSTAL SPACE AVAILABLE IN 1960 


Mr. Avexanper. Mr. Barnard, how many additional square feet of 
postal space was made available in the fiscal year 1960? Also were the 
1,442 units constructed under lease building program in fiscal year 
1960 or 1961? 

Mr. Barnarp. Those are contracts, sir, that are entered into this 
year for occupancy next year. 

There is an anticipated increase in square feet between 1960 and 
1961, which I think covers the period you are interested in—— 

Mr. Atexanper. Would that be for this fiscal year? 

Mr. Barnarp. Yes, sir. In other words, with a figure in 1960 of 
35-million-plus we move to a 44-million-plus square foot interior area 
for the fiscal year 1961. 

Mr. ALexanper. Now, what will the additional space cost in addi- 
tional rents for next year? Is that the $14,628,000? 

Mr. Barnarp. It is part of that, Mr. Alexander. Of course we have 
increasing rents sometimes also in buildings that are not newly con: 
structed on renewals of leases and so forth. So that the entire increase 
in rent cannot be attributable to new construction. 

Mr. Atexanper. The main portion of it would be? 

Mr. Barnarp. The main portion of it would be. If you recall in 
my early testimony I pointed out that the square foot rate has also 
gone up from $1.02 to $1.08 in our estimates. 

Mr. Avexanpver. In your projected plans year by year, about how 
much increase in rent could be expected ? 

Mr. Barnarp. Mr. Alexander, this is a difficult thing to calculate 
in total. As I mentioned to Mr. Pillion, to try to resolve what the 
increase in rent is going to be between now and the end of this pro- 
gram would be difficult. I think it is not possible to do. 

Mr. Auexanper. Could you project it for next year, for 1 year from 
now? How much do you figure? 

Mr. Barnarp. The increase on the basis of these estimates, in- 
dicates the program for next year contemplates the same type of pro- 
gram as we have had this year. In other words, another approxi- 
mately 1,400 buildings would be provided in the following year and I 
think that there would be a proportionate increase in rental for that 
period to this year. Now, the significant difference there would be 
in picking up a full year of operations of buildings such as Detroit 
and those larger structures which would throw the percentage figure a 
little out of projection. 


RATE OF EXPANSION UNDER LEASE BUILDING PROGRAM 


Mr. Avexanper. Under your projected plans, is there any one big 
year when you really get the program under full operation? Or are 
you planning a rate of expansion of about 1,400 each year? 

Mr. Barnarp. At the present, that is our expectation for next year. 
I think the contemplation for the future additional years will depend 
entirely on the economic situation of the country and the overall fiscal 
situation of the Federal Government. As I mentioned earlier our 
original hope was to do this program in 3, or a maximum of 4 years. 
- our present pace we are going to take somewhere in the vicinity of 

years. 
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I would hope from the standpoint of service that we can move it 
faster than an 8-year program because, as you see the buildings that 
we are replacing require 50-percent increase in space to handle the 
business, it will be rather untenable in 4 or 5 years at that growth 
rate if we have not been able to move in and correct them. So that 
we are talking now about the differences between desire and actual 
fact, and I think it must hinge entirely on the fiscal pattern of the 
Federal Government. 


COMPLETION DATE OF MODERNIZATION PROGRAM 


Mr. ALexANbER. But at the present time your project plan would be 
to complete the modernization of these post offices by the fiscal year 
1967 ¢ 

Mr. Barnarp. It would be fiscal year 1967 or later if we don’t ac- 
celerate above the present rate. 


MAIL EQUIPMENT SHOPS 


Mr. ALexanper. Are your mail equipment shops operated by the 
Post Office Department ? 

Mr. Barnarp. Yes, sir. 

Mr. ALEXANDER. Where are they located ? 

Mr. Townsenp. Fifth and W Streets NE., Washington, D.C. 

Mr. ALEXANDER. There is just one shop that does all the work for the 
entire Department ? 

Mr. Barnarp. Yes, sir. 

Mr. Atexanper. How many employees do you have there? 

Mr. TownsEnp. 225 employees. 

Mr. Atexanper. Has there been any thought given as to whether 
that can be done cheaper by the Department than by private enter- 
prise ? 

Mr. Barnarp. Mr. Alexander, the law would prohibit it to be done 
by private enterprise without going through this whole cycle of Fed- 
eral prison industries which we discussed earlier. I think to answer 
your question summarily and without regard to the existence of that 
law we are able to produce this material at lower cost than industry 
could. 

Mr. Avexanper. That isall I have, Mr. Chairman. 


SAVINGS BECAUSE OF THE VENDING MACHINES 


Mr. Gary. Mr. Barnard, how many man-years of clerk time at post 
office windows and counters have been eliminated by introduction of 
customer-operated vending machines to the present time and how 
many man-years will be eliminated in 1961 by the program projected 
in this budget request ? 

Mr. Barnarp. May I ask Assistant Postmaster General Barnes to 
reply to that ? 

Mr. Barnes. Mr. Chairman, let me say these vending machines 
are placed in locations chiefly to help the public during off hours, such 
as night hours, holidays, Sundays, Saturday afternoon, and so on. 
There are not enough of these machines at any one place to close any 
window. Consequently, we could say that it has not resulted in the 
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saving of any personnel and could not without a large number of 
machines. 

Mr. Gary. You are asking for $900,000 for the automatic customer 
service equipment for 1961. 

Mr. Barnes. That would be for better service during the off hours 
and at locations where the windows are not open. 

Mr. Gary. Doesn’t that keep you from having to keep the office open 
and save personnel in that respect ? 

Mr. Barnes. We have not been able to close any windows as a 
result of the installation of the vending machines. 


EFFECT OF MAILSTERS ON NUMBER OF CARRIERS 


Mr. Gary. Based on the present number of letter carriers and pres- 
ent conditions in the mail delivery situation what would be the opti- 
mum number of mailsters in the postal service ? 

Mr. Barnes. We figure that it runs somewhere between 12,000 and 
14,000, that we could use toa good advantage. 

Mr. Gary. Could the number of carriers be reduced if we bought 
more mailsters ? 

Mr. Barnes. For each 10 or 11 mailsters we actually eliminate a 
arcel-post route but of course this is a growing business and, as you 
now, from 4,000 to 5,000 routes are added each year. It would mean 

that we would have to add less routes. It probably would not mean 
that we could reduce our routes. 


LONG-DISTANCE TELEPHONE CALLS 


Mr. Gary. In reply to the question earlier about long-distance tele- 
phone calls, Mr. Bruce stated that you do not keep any records with 
reference to those calls. Does that mean that you don’t check those 
calls at all in the regional offices ? 

Mr. Brucr. The records are maintained in the regions, Mr. Chair- 
man. We do not have the data reported to headquarters. The calls 
are checked in the region along with all other expenditures. 

Mr. Gary. You do have somebody to check those calls in the 
regions ? 

Mr. Bruce. Yes, sir; they are checked carefully. 

Mr. Gary. So that if in some region they were making an unusual 
number of those calls you would be cognizant of that fact ? 

Mr. Bruce. Oh, definitely; that is one of the points that is checked 
as part of the service management. I might say we do the same 
thing in headquarters. Not only the need for the telephone but the 
use of the telephone, such as tolls or long-distance calls, is checked 
very carefully. We can insert a statement in the record that de- 
scribes our methods used in the policing of telephone toll calls. 

(The material referred to follows :) 

The policy regarding communication costs, including long-distance costs, is 
stated in the following paragraphs in the Postal Manual. 

“632.2 Administrative responsibility 

“The control of expenditures for communications is largely the responsibility 
of postmasters and other field officers. The observance of simple principles of 


good management will result in the prudent spending of public funds and will 
avoid excessive costs. 


* a * * s * * 
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“632.37 Reduction in telephone expenses 

“Application of the following methods will tend to reduce the cost of telephone 
service : 

“a. Use official telephones only for the transaction of official business, for both 
incoming and outgoing calls, except in cases of emergency. 

“b. Use long-distance and toll calls only in emergencies or when other means 
of communication will not suffice. Consideration must be given to the increased 
use of airmail-special delivery which will effect communication between most of 
the major cities in the United States on an overnight basis. 

“e, When long-distance or local-area toll calls have been determined to be 
necessary, by careful planning of subjects prior to placing the call, reduce the 
length of time of such call to as near the 38-minute minimum as possible. 

“qd. Official telephone instruments must be wired so as to be restricted or con- 
trolled by the switchboard operator to prevent their use in placing outside calls 
unless the users are required to make frequent official outside calls. 

“e. A continuous analysis of telephone instruments and trunklines must be 
made and unessential equipment removed. 

“f. The cost of local calls in certain metropolitan areas are based on message 
units consisting of 3 or 5 minutes minimum. All personnel must be cautioned 
to avoid additional message unit costs.” 


* * * * * * * 


The above stated policy is also referred to in the Regional Manual for the 
guidance of regional-office staff. 

Periodic checks are made both in headquarters and the regions to determine 
that these instructions are complied with. 

In headquarters (Washington) telephone calls are controlled as follows: 

1. All long-distance toll calls are required to be made through the Department 
switchboard. 


2. When calls are placed, a toll-call ticket is made out by the operator. This 
ticket indicates the city, telephone exchange, the person called, and other perti- 
nent information. These tickets also indicate whether the call is official, per- 
sonal, prepaid, or collect. 

8. At 4-week intervals, bills are received from the Cesapeake & Potomac Tele- 
phone Co. Bills are accompanied by the telephone company’s copy of the toll 
slip (furnished subsequent to the placing of the call). 

4. Bills identified by bureau or office with the toll tickets attached are for- 
warded to bureau and office heads for further review, audit, and certification. 

5. The use of wider-range direct dialing is not authorized. 

(Discussion off the record. ) 

Mr. Barnes. Mr. Chairman, we have watched that and have asked 
the regional operations directors to not make calls except when it was 
absolutely necessary. 

In other words, we watch the appropriation and tell them to use the 
mail, airmail, if necessary, where it would do just as well as a long 
distanee call, 


SAVINGS BECAUSE OF VENDING MACHINES 


Let. me say also, Mr. Chairman, back to the subject of vending 
machines a few moments ago, it is entirely possible that in a few 
places, if we did not have the vending machines, we would have to 
extend window service maybe an hour later on Saturday or on the 
holidays or something like that. But to say that we could take people 
out as a result of vending machines, I could not do it. 

Mr. Passman. Mr, Chairman, would you yield at that point? 

Mr. Gary. Yes, sir. 


50436—60——-24 
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COMMUNICATIONS COST 


Mr. Passman. Just for one clarification in my mind. With respect 
to Western Union and/or telephone services, do you request a given 
amount for that service or does it come out of general operations. 

Mr. Barnarp. That comes out of the communications portion of 
the building occupancy cost, Mr. Passman. 

Mr. Passman. It is nota single item, then? 

Mr. Barnarp. No, sir. Communications covers all of the area of 
telephonic communications which is teletype, telegraph, and telephone 
and cost of intercommunication systems within post offices. 

Mr. Passman. That means stationery, envelopes, stamps, and so on? 

Mr. Barnarp. No. Intercommunication systems—“sqwauk boxes.” 

Mr. Passman. What is the amount for fiscal 1961 compared to, say, 
fiscal 1960 and 1959? Do you have that figure? 

Mr. Barnarp. Of this account? 

Mr. PassmaAn. Yes. 

Mr. Barnarp. We could get that very easily. As a matter of fact 
the utilities cost here for communications in 1959 was $3,632,629, in 
fiscal year 1960, $4,010,000, and in projected 1961, $4,450,000. 

Mr. Passman. If you have intercom system set up in the post office 
would that be included in this item ? 

Mr. Brinxmeyer. It does not pay for purchase of equipment, only 
equipment rental when tied in with the telephone system. 

Mr. Passman. You are asking for a substantial increase in that ac- 
count, are you not? 

Mr. Barnarp. Yes, sir. 

Mr. Gary. What is the reason for that ? 

Mr. Barnarp. Basically, the increase in communications is due to 
an extension of telephone service—and I am speaking now of tele- 
phone only—into additional offices and stations and also the fact that 
there has been rate increases in this type of service in the past year. 

Mr. Passman. Likewise you have had some decrease in some tele- 
phone rates, have you not; in my State you had a decrease? 

Mr. Barnarp. There has been occasionally. I would say judging 
from general observation that the decreases are in the minority. 

Mr. Passman. Thank you, Mr. Chairman. 

Mr. Gary. You do not have anything in here for rate increases for 
1961. 

Mr. Barnarp. No, sir. This is predicted on today’s rate but they 
are increased over the former year. 

Mr. Gary. We will now adjourn until Monday morning at 10 
o’clock. 


Monpay, JANUARY 18, 1960. 

Mr. Passman. The committee will come to order. 

I regret to report that our distinguished chairman, Mr. Gary, is ill 
at his home in Virginia and will not be able to be with us this week. 
We shall complete the hearings on the request for funds for the Post 
Office Department, and then adjourn the committee until next Monday, 
January 25. 

Mr. Gitette. I would like to express the regrets of the Postmaster 
General and his entire top staff at hearing of the illness of Mr. Gary, 
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and also to express the hope that his recovery will be complete and 


rapid. 

Mr. Passman. Thank you. 
and I shall relay the message to him. 
more serious than influenza. 


and his doctor prescribed that he remain in bed this week. 


Mr. Giutetre. Off the record. 
(Discussion off the record.) 


POSTAL MODERNIZATION 


WITNESSES 


T shall 7 talking to him later today 
I do not think it is anything 
Of course that can always be serious, 


WADE S. PLUMMER, DIRECTOR, OFFICE OF RESEARCH AND ENGI- 


NEERING 
V. C. STONE, FISCAL OFFICER 


W. A. SPONSLER, EXECUTIVE ASSISTANT 


Program and financing 





1959 actual 


1960 estimate 


1961 estimate 





Program by activities: 
1. Contract research, development, and engineering __ 
2. Building and equipment improvement 
3. Engineering and technical services 


Total obligations 


Financing: Appropriation 


$9, 125, 000 
69, 556, 000 
1, 319, 000 


$5, 960, 000 
72, 012, 000 
2, 028, 000 





80, 000, 000 


80, 000, 000 











80, 000, 000 





80, 000, 000 





Object classification 





1959 actual 


1960 estimate 


1961 estimate 





Total number of permanent positions 
_alen 
Average GS grade and salary 
Average PFS level and salary 
01 Personal services: 
Permanent positions 
Other personal services 
Total personal services 
Transportation of things 
7 Other contractual services 
Equipment 
Grants, subsidies, and contributions--.-.............--..-- 


Total obligations 


—- number of all employees (including overtime ware 


212 


130 
212 


216 


218 
216 





8.8 
4.5 


$7, 350 
$5, 027 


$7, 423 


8.8 
4.5 $5,020 





$899, 766 
27, 646 


$1, 559, 370 
22, 110 





927, 412 
290. 000 
40, 000 

45, 115, 103 


, 569, 


58, 485 











80, 000, 000 








CAPITAL AND REsEARCH Program 


Mr. Barnarp. I would like to request 
be inserted at this point in the record, t 


h 


Mr. Chairman, that there 
e chart that has been pre- 


pared by the Post Office Department on the capital and research pro- 


gram. 


Mr. Passman. Without objection, that chart will be inserted in the 


record at this point. 
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(The material referred to follows :) 


Capital and research program 
[Obligations in thousands] 





Appropriation 1959 1960 1961 
actual estimate ! estimate 





Administration, regional operation, and research: Contract 


research, development, and engineering-_-___-_- $4, 869 $5, 500 $5, 500 





Facilities: 
Building and equipment program 42, 420 37,714 38, 818 
Equipment for standard program. -.-- i 14, 672 15, 663 
Vehicle program 15, 864 13, 769 





Total facilities 3, 68, 250 68, 250 





Postal modernization: 
Contract research, development, and engineering 9, 125 5, 960 
Building and equipment improvement ae fe 69, 556 72,012 
Engineering and technical services. -- i 1,319 2,028 


Total postal modernization s < 80,000 80, 000 








Total comparative obligations : 271, 561 153, 750 153, 750 














1 Based on 1960 current appropriation. 
2 Includes $13 million of 1959 program obligated in 1958, 


GENERAL STATEMENT 


Mr. Passman. Mr. Plummer, do you have a statement to make on 
the research and engineering phase of the request ? 

Mr. PuumMeEr. Yes, sir. 

Mr. Passman. You may proceed. 


Mr. PtumMeEr. Yes, sir. 

Mr. chairman and members of the committee, Postmaster General 
Summerfield and his deputy have worked very diligently in the dis- 
charge of their obligations to the Congress in improving the mail serv- 
ice and modernizing the physical plant of the Post Office Department. 

Congress, in recognizing that the workload volume which this De- 
partment handles has continued to rise toward disastrous proportions, 
provided the modernization program and inaugurated an accelerated 
research and engineering effort. As a result, the Post Office Depart- 
ment is rapidly providing the improved facilities necessary to handle 
the mail service in the future. 

We have assigned the greater part of our engineering staff to ac- 
complishing the most urgent aspects of the modernization program as 
quickly and efficiently as possible. Our current work under the mod- 
ernization program is to provide modernized facilities and mechanized 
operations at post offices where the need is most critical. The items of 
particular importance are: 

1. The construction of new facilities in nine large cities and three 
smaller locations and the installation of the necessary mechanization. 

2. The engineering and design work for 20 priority projects in 
larger cities so that construction and mechanization may be started 
during the fiscal year 1961. 

3. The engineering work necesary to modernize a substantial num- 
ber of Federal buildings in fiscal year 1960 and to prepare the build- 
ing designs and equipment layouts for an additional group of build- 
ings in fiscal 1961. 
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4. The engineering work involved in constructing leased facilities 
i. smaller offices at the rate of approximately four buildings per 

ay. 

The result of the modernization program will inevitably be a more 
efficient postal plant and work environment where postal employees 
can more effectively utilize their skills. 

Much public attention has been focused in recent months on the 
productive efficiency of the worker in American industry and on the 
rate by which his level of efficiency has improved over the years. 

Every effort has been made to increase postal productivity through 
the research and engineering effort which was directed by the Congress 
in 1949 and made a significant segment of the Post Office Department 
by Postmaster General Summerfield, and which has since received 
your continuing support. This research and development program 
has produced solutions in many difficult areas. Some fully engineered 
ail eveneiiiie equipment has been developed and is now in operation 
in post offices. The procurement and assignment of needed equipment 
can be expected to increase at an accelerated rates. Similarly, we can 
expect a rise in the overall rate of productive efficiency and thus realize 
areturn on the effort and funds which have been invested. 

During 1959 the complete mechanization of the city post office here 
in Washington was accomplished. This reults in our having here the 
world’s largest mechanized postal plant, and with continued additions 
and improvements it will remain the most modern and complete. 

A postal laboratory was established and fully equipped. This facil- 
ity permits our staff to better evaluate equipment developed under 
contract as well as to perform our own applied research. 

Construction was ee on Project Turnkey at Providence, R.I., 
which when completed will be our most mechanized postal plant. 

Installation began in fiscal 1959 of the first automatic facer-canceler 
machines. ‘Twenty-five of these machines have since been installed, 
each capable of processing 30,000 pieces per hour. 

Work was begun during fiscal 1959 on productive models of a letter 
sorting machine. The first of these machines, a keyboard operated 
unit, is now operational and performing 279 separations at a rate of 
better than 36,000 pieces per hour. We are sufficiently satisfied with 
the ability of this machine to do the job that we released invitations 
for competitive bids to produce these sorters in quantity so that we 
may benefit from the productivity of this equipment. 

The first Post Office Department developed keyboard-controlled 
parcel sorting system was installed during fiscal 1959 in the Washing- 
ton City post office. This equipment can sort approximately 15,000 
parcels per hour to 32 separations. Based on the experience gained 
in this project, other installations are being made. 

During fiscal 1959 mail-flo letter transport systems were installed 
in eight major post offices and terminals, consisting of about 262,000 
linear feet of automatic transport and storage conveyors. By the end 
of this year 18 such systems will be in operation. 

Accelerated efforts were made during fiscal 1959 to develop patron 
operated vending equipment. These machines have since been in- 
stalled in large quantities throughout the country. Our present plan- 
ning contemplates the completely self-service postal substation where, 
to the extent practical, all postal services will be machine vended on a 
24-hour-a-day basis. 
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Both General Summerfield and General McKibbin have discussed 
with you the speed mail program and the importance with which we in 
the Department regard this development. The development of prac- 
tical facsimile equipment is unquestionably feasible. The concept 
represents a major forward step in the field of communication. Its 
social-economic significance clearly warrants our further study and 
experimentation to the end that a nationwide system be established. 

Our plan is to pursue the speed mail project within the total funds 
allotted for our contract research program. 

A problem of particular urgency in the letter processing area con- 
cerns the linking together of the various specialized operations. At- 
tention thus far has been concentrated on the development of devices 
to perform particular processing functions. 

Research and development will also be conducted to produce im- 
proved letter and parcel sorting equipment required for our modern 
postal facilities. 

We are pleased to report that we have accomplished many of the 
research and development objectives presented in our budget last 
year. Other important projects are underway. Our 1961 program as 
outlined in the budget justification will permit the completion of much 
research and development work and will provide for the beginning of 
other work leading to a more efficient and better postal service. 

Mr. Passman. Thank you, Mr. Plummer. 


SOURCE OF FUNDS FOR CAPITAL AND RESEARCH AND ENGINEERING PROGRAM 


Mr. Guuetre. Mr. Chairman, to clarify the matter for the com- 
mittee, I should like to point out that Mr. Plummer is speaking both 
for the research request of $5,500,000 included in the appropriation for 
“Administration, regional operation and research,” and also for 
the research request of $5,960,000 appearing in the appropriation for 
“Postal modernization” at this time. 

Mr. Passman. In the chart that has been placed in the record there 
are three items, “Administration, regional operation and research,” 
totaling $5,500,000, “Facilities,” totaling $68,250,000, and “Postal 
modernization,” totaling $80 million. 

Mr. Gitterre. That is correct, but the $68,250,000 is the regular 
capital program included in the “Facilities” appropriation, and $72,- 
012,000 is the “Postal modernization” portion excluding the engineer- 
ing and technical services appropriation of $2,028,000 and excluding 
$5,960,000 for the contract research, development, and engineering 
program. 

Mr. Passman. Under “Facilities” you include the building and 
equipment program, $38,818,000; and under “Postal modernization,” 
the building and equipment improvement program, $72,012,000. 

What is the difference between the building and equipment program 
and building and equipment improvement program ? 

Mr. Barnarp. I believe, Mr. Chairman, it might be well at this point 
to insert page 5 of the justifications, which spells out the areas cov- 
ered in “Regular capital” and in “Postal modernization” as it ap- 
plies to the capital portion in both budgets. 

Mr. PassMAn. Without objection, it will be inserted in the record 
at this point. 

(The material referred to follows:) 
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Mr. Passman. Would you elaborate on the specific items included 
in the two programs? 

Mr. Barnarp. Yes, sir. 

In the “Facilities” portion of the regular capital program there 
were in this year’s presentation a limited number of improvements 
for which regular capital would be expended, and these projects are 
primarily those we deem as absolutely critical and, regardless of any- 
thing else, must receive attention this year. 

In the postal modernization or the $72,012,000 portion, is an accele- 
rated program to eradicate the bad situations that exist almost every- 
where but are not so critical that the services would completely de- 
generate if the action were not taken this year. In other words, it is 
the concept of postal modernization to improve and regenerate postal 
facilities at the earliest possible date. 

Mr. Passman. But as to end result, it accomplishes the same thing? 

Mr. Barnarp. Both go to the same end; yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Barnarp. I think to some extent this concept is further shown 
on page 5. For example, may I read one portion here, where $25,580,- 
000 is itemized in the regular program for modernization of Federal 
buildings. This includes the rehabilitation, air conditioning, and 
miscellaneous equipment for certain buildings. 

In the “Postal modernization” portion of this same item—it is pri- 
marily alternation, air conditioning, and rehabilitation of Federal 
buildings. 

The words themselves do not clearly define this difference I am 
making. But may I mention this, that in the regular capital pro- 
gram we are including this year the air conditioning, for example, of 
a number of buildings in which mechanical equipment has been in- 
stalled with 1959 and 1960 funds, and the air conditioning of the 
buildings is essential at the time that the mechanical devices are put 
into operation. We feel this is an emergency situation and if we did 
not have the money in the budget under the regular capital program 
for the air conditioning of this type of building, we sae have a 
mechanical operation which generates great and intense heat, working 
without the offsetting convenience of air conditioning. This is the 
type of split we make between the appropriations in an effort to in- 
clude the really urgent things in the regular capital program. 

Mr. Passman. In practice does the line between the two appropria- 
tions get a little fuzzy also? 

Mr. Barnarp. In all honesty it does, sir. 

Mr. Passman. Do I understand that the items in the regular capital 
program would be considered most urgent, and that the items making 
up the amount of $72,012,000 under the title “Postal Modernization” 
are in a category that properly might be deferred ? 

Mr. Barnarp. Those items could be deferred. The big danger is 
that sooner or later they will reach the emergency situation also. 

Mr. Gitterre. The “Postal modernization” appropriation, as you 
know, was granted by the Congress for the first time last year as the 
first step toward Postmaster General Summerfield’s modernization 
program, which was approved by Congress when it passed title III of 
Public Law 85-426. While we have some disadvantages in this separa- 
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tion that have been suggested by your remarks, in that the areas may 
be very close together and are not too easy to define, nevertheless, by 
keeping the “Postal modernization” appropriation separate it does at 
least indicate the extent to which appropriations have been made to- 
ward this specific accelerated modernization 4 yee am over and above 
what we were formerly receiving under our “Facilities” appropriation. 

Mr. Passman. But in effect the building and equipment program 
under “Facilities,” and the building ro equipment improvement 
program under “Postal modernization,” are directed toward the same 
end result ? 

Mr. Guerre. It is true they are very similar, Mr. Chairman. 

Mr. Passman. There will be questions asked about this because of 
the similarities, between them. You have explained in part the 
difference. 

Would you purchase air conditioning, pérhaps, out of each of the 
two programs? 

Mr. Barnarp. Yes, sir. The equipment for air-conditioning in 
Federal buildings would be purchased from both accounts. The de- 
termination of which expenditure was made from which account would 
be based on the degree of the emergency. 

To further clarify it I might mention the item of equipment for 
newly constructed leased buildings. In the regular program that is 
$12,338,000. In the postal modernization program it is $5,311,000. 
In the regular program we would contemplate equipping 700 of the 
newly constructed smaller buildings on which leases are expiring in 


the coming year so that action must be taken by the Department. On 
the other hand, in the “Postal modernization” portion there is money 


to equip an additional 750 buildings, which is the accelerated portion 
of new building construction. 

Mr. Passman. In other words, it could be that in your procure- 
ment program you would place an order under “Postal moderniza- 
tion” funds for a building and equipment improvement project, and 
by the time you received the equipment it might fall into the category 
of an emergency ? 

Mr. Barnarp. No, sir; I do not think that is completely accurate. 

May I use this as an example: 

In town A we have a lease that expires in calendar year 1961. We 
occupy a building, say, of 5,000 feet. It is necessary to have 10,000 
feet to house that operation for a future term of years. Because the 
lease is expiring we would consider this a necessity, in other words, 
nothing over which the Department would have control, and the equip- 
ment for that building would fall in the regular program. 

As a second example, city B has a building which may be under a 
month-to-month tenancy, and it has 1,000 feet. We need 2,000 feet 
in that community, but because there is no pressure of an existing 
lease that is expiring, we do not under the law have to move im- 
mediately, but under the concept of postal modernization we would 
advance this project and buy the equipment for that 2,000 feet, fund- 
ing under “Postal modernization.” 
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PURPOSE OF POSTAL MODERNIZATION FUND 


Mr. Passman. What is the purpose of the “Postal modernization” 
appropriation? Does it save any money ? 

Mr. Piummer. It does two things. We have in our request for 
appropriations an amount for contract engineering services. We use 
that money to bolster our headquarters organization to advance the 
design of the facility itself and to make inspections of buildings un- 
derway and to carry out the work assigned to the field organization. 
We also use it to advance the development of the machinery, equip- 
ment, and layout for additional installations. 


INTEGRATED LETTER PROCESSING SYSTEMS 


Mr. Passman. The justification for integrated letter processing 
systems implies that individual components have been developed in 
1960 and previous years with little or no thought given to the inter- 
relationships of these components in the total task of processing mail. 
If this is true, is it not an indication that the Post Office Department 
has received too much money for research purposes and as a result may 
have literally started off in too many directions at once in an effort to 
use the money in whatever project seemed inviting at the moment? 

Mr. PitumMer. The quick answer to that is very definitely not, Mr. 
Chairman. I came before this committee for the first time last year, 
having come in from industry. At that time I was learning what 
had been done and bringing my thinking up to the level of the devel- 
opment in the Post Office Department. I found the program was 
very well along and very ably planned and directed. I was extremely 
enthusiastic about it. 

Since that time we have formulated our plans and developed a total 
program, and I think it was most excellently done. 

Mr. Chairman, I think Mr. McKibbin has some comments he would 
like to present for the record that could very well throw additional 
light on this point. 

Mr. Passman. We will be very glad to hear from Mr. McKibbin. 


GENERAL STATEMENT ON RESEARCH AND ENGINEERING PROGRAM 


Mr. McKzssrn. I should like to read into the record a clarifying 
statement on the research and engineering program. 

Several years ago Postmaster General Summerfield determined 
that if the full potential was to be realized from the newly created 
Office of Research and Engineering it would require specialized guid- 
ance. With this in mind, the general brought Mr. Edson O. Sessions, 
a man with a distinguished engineering career, into the Department 
as Deputy Postmaster General. General Sessions’ appraisal of the 
situation resulted in a two-pronged engineering approach: 

(1) Continue the development of mail-handling equipment on a 
piece-by-piece basis and install this equipment as soon as possible in 
the larger postal centers, both new and old. As a result of this deci- 


sion, Mail-Flo, letter sorters, facing and canceling machines, and 


arcel post handling equipment are all making their contribution to 
improve postal efficiency ; 
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(2) With the ever-increasing mail volume a more fundamental 
approach is necessary—a mechanized postal system is indicated. 

It is estimated that the mail volume in 1968 or 1970 will reach 90 
billion pieces, and the Bureau of Standards predicts that the mail 
volume will double in the next 25 years from the 64 billion pieces 
handled today. With volumes of mail like this confronting us, it is 
of the utmost importance that today we do the planning and the engi- 
neering development work necessary to take care of this future load. 
To a large degree, postal machinery is specialized machinery. We 
can’t buy these items off the shelf, and it takes time to design, engineer, 
manufacture, and test them. Therefore, the system-approach tends 
to be a long-term approach. 

Our Turnkey post office at Providence, R.I., is just such a system 
approach. This post office is being constructed and equipped by the 
Intelex Corp., a subsidiary of I. T. & T., who have had more experience 
in mail handling processes than any other manufacturer. They de- 
signed the system and installed the machinery in Belgium’s new post 
office now known as Brussels—X. Because of this experience, Intelex 
was awarded the Turnkey contract and will equip the Turnkey post 
office with the latest postal machinery available. 

This program has the support of the Post Office Department Advis- 
ory Board appointed by President Eisenhower. One of the members 
of that Board, Mr. Ormonde Hunt, a nationally known engineer, 
pointed out that we should have more than one string to our bow on 
such a major undertaking as this and he suggested that we initiate a 
second developmental project aimed at developing another new con- 
cept of mail handling. The Board felt that this additional and new 
approach might prove very valuable to the post office management in 
the years ahead. With this thought in mind, several well-known 
engineering companies made proposals, after which it was decided to 
award the contract to Food Machinery and Chemical Corp., based on 
their wide experience in developing production systems for use of spe- 
cialized equipment and on their concept of the job to be done. This 
project is known as gateway, for Oakland, Calif. 

Turning now to facsimile mail, long-range planning for the future 
caused us to review some preliminary studies that had been made on 
facsimile mail. Distance and time are the two major factors we have 
to deal with in improving the mail service. Facsimile transmission of 
letters gives promise of solving these two problems if we can meet the 
sanctity requirements of the mail service and if a low enough cost can 
be achieved to attract large volumes of facsimile, or speed mail. 

Facsimile transmission is not new. In fact, there are four countries 
working on this project right now—Belgium, France, Britain, and 
Russia. Some of the people from the Post Office Department who 
were in Russia less than a year ago found that facsimile transmission 
of mail was in fairly general use in Russia. 

Our long-range objective was discussed with a number of companies 
in the communication field and I.T. & T. was the first to offer to work 
with the Department in the development of a test program to prove out 
the feasibility, practicability, and economics of his -speed facsimile 
transmission, with the necessary mail sanctity safeguards. 

I.T. & T. has a contract to determine by actual tests the feasibility, 
practicability, and economies of facsimile mail. At the same time, the 














Department will check public interest in such a postal service. If all 
goes well, there is every indication that facsimile transmission, or 
speed mail, as we call it, will be a revenue builder, reduce departmental 
costs, greatly expedite mail movement, and thus make a major con- 
tribution to improve the efficiency of future postal service. 

These three projects—turnkey, gateway, and speed mail—represent 
the advanced programing of the Office of Research and Engineering, 
and we believe that each of these projects will in its time make an 
important contribution to the service. 

The alternative to good planning and research and product develop- 
ment is to continue to build bigger and bigger post offices and employ 
more and more postal personnel. 


SPEED MAIL PROJECT 


Mr. McKissrn. Mr. Chairman, the development that is involved in 
the speed mail contract is the development to adapt existing equip- 
ment to the needs of the postal service, both from the sanctity stand- 
point, from the coding and decoding standpoint, and from the fast 
printing standpoint. It does not involve starting from scratch. In- 
dustry has developed much of this equipment, and our efforts are to 
adapt it to our needs. 

Mr. Passman. Do you have an estimate of the cost for 1961? 

Mr. McKipein. The remainder of the work involves $3.5 million, of 
this $1.7 million would be in 1961, and T believe $1.8 million in 1960. 

Mr. ALEXANDER. What is the $3.5 million for ? 

Mr. Passman. Could you insert that in the record ? 

Mr. McKipsrn. Yes. We will insert a statement in the record. 

(The information requested follows :) 


SPEED MAIL 


The transmission of facsimiles of printed or written messages over wires has 
received much attention from inventive genius ever since the first successful tele- 
graph (1844) and the first telephone (1876). The evolution of the photoelectric 
cell brought about the first commercial use of facimile transmission shortly be- 
fore the First World War but not until the recent advanced development of high- 
speed electronic transmission, most familiar to us as television, have knowledge 
and invention given promise of adaptability of this advanced science to general 
public use as a part of service to be offered the public by the U.S. post office. Un- 
til now transportation of mail over wire by electric means has been too limited in 
th2 volume of service which could be given and hence too costly, ‘to be included 
among the economical mass movement of written messages which is the tradition 
of the postal service. 

Recently the research engineers of the Post Office Department decided that 
if all the modern electronic devices and principles could be brought together a 
basis now existed for the creation of a great, new public communication service 
which could accommodate unlimited public volume and, for that reason, bring 
the cost of an individual message within the range of postage costs. Coaxial 
cables and microwave radio facilities were available for hire from private utilities. 
Machines, developed under contracts by the Department of Defense for high- 
speed electric message scanning and printing, were almost perfected. And the 
knowledge of electronic arts was such that creation of necessary auxiliary equip- 
ment posed no insuperable difficulties. Consequently Postmaster General Sum- 
merfield directed that an exploratory research and development contract be en- 
tered into with an expert company. 

This contract was signed with International Telephene & Telegraph Corp. 
in July 1959. Under this company’s guidance two nonpublic demonstrations 
were conducted. One from Washington to San Francisco, demonstrated conven- 
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tional commercial facsimile equipment which has been used for some years in 
news wire service and is now available as a service offered by a private utility 
for public use between some U.S. cities. The other, from Washington to Battle 
Creek, Mich. by way of Detroit, demonstrated the high-speed equipment which 
had been developed by private industry at Government expense for the Navy 
Department. In fact, this experiment made use of the only machines in existence 
so far as is known. 

The machines in these two demonstrations operated in differing ways and at 
widely different speeds. On a conventional machine similar to that used in the 
first demonstration an 84% by 11-inch message sheet turned on a revolving 
cylinder in the transmitting machine while a tiny light beam moved back and 
forth across the page and converted the black and white and gray areas into 
electric impulses through an electric eye. These impulses then traveled over an 
ordinary telephone wire to the receiving machine which had a revolving cylinder 
synchronized with the cylinder on the sending machine. Silvery coated black 
paper was wrapped around the cylinder in the receiving machine and a needle 
moved back and forth across the paper. When current flowed this needle 
burned off the sensitive coating of the paper, leaving dark areas. These formed 
the letters which comprised the message. But the ordinary telephone lines are 
limited in their capacity and the conventional machines are limited in their speed. 
The best speed attained in this demonstration of conventional equipment was 
one page every 3144 minutes—far too slow and hence too costly for a mass com- 
muncation service of the post office type. 

In the second demonstration, the 814 by 11-inch message sheet moved under a 
high-speed electric scanner operating with the same speed and on the same 
principle as a television camera. The electric impulses traveled out in part over 
multicapacity cables commonly known as television, coaxial, or “high speed” 
cables, and in part from tower to tower over microwave transmission facilities. 
At the receiving end the impulses were reproduced as a readable message on 
paper by a process which combined the principles of the television viewer, or 
tube, a carbon ink fixation process now in commercial use and a common office- 
type duplicating printer. Speeds of 10 and 20 message pages per minute were 
regularly obtained in this demonstration, or 1 page each 3 to 6 seconds instead 
of 1 page each 31% minutes. But the demonstration also showed that even higher 
scanning speeds of three message pages per second were attainable with the only 
limitation on the ultimate speed of a facsimile system being the speed at which 
paper could be physically moved at the receiving end. Machine-managed paper 
velocities of an economically high enough scanning speed appeared attainable 
by the time the demonstration ended. 

It is important to note that all of the equipment used in both demonstrations 
had been developed either with private funds or with the Government funds 
of the Department of Defense and all cables and auxiliary transmission lines 
were supplied by private industry. 

With transmitting and receiving devices and adequate cables or radio systems 
assured, the Department’s research and development attention was turned to 
the problems of adapting these to the peculiar needs of the postal service. There 
were the necessities of security and privacy of communication—always a char- 
acteristic of the U.S. mail. There was the problem of coding to direct the trans- 
mission course of each message and the office of its receipt. There were the 
matters of storage of messages awaiting cleared lines and the switching of mes- 
sages from a high speed transmission line to one of lower speed for local de- 
livery. Whereas, all the equipment up to this point had imposed no development 
cost on the Department, the additional machines needed to meet the peculiar 
needs of the postal service would require the expenditure of departmental re- 
search and development funds. Accordingly, a further contract was entered 
into in January 1960 with International Telephone & Telegraph providing for 
the development of the additional machines by private industry under their 
direction and providing for the engineering and equipping of a two-city com- 
plete “Speed” Mail system which, after a suitable period for operating experi- 
ence and “shakedown” would be available for public demonstration. 

This foreshadows the day when Speed Mail will become an integral part of 
the postal service. Letters will be deposited by the public in the familiar corner 
collection box, picked up by post office truck, taken to the post office, sorted, 
time-stamped and fed, unopened, into the Speed Mail machine. The machine 
will either “read” them through the envelope or open the envelope, take out, and 
unfold the letter, “read” it (in either method no human eyes would see the mes- 
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sage, only the electric eye of the machine), send it out over the cable according 
to coded directions and then either destroy the original letter or reseal it for 
return to the sender. The message traveling along the cable will be scrambled 
so that it is unintelligible except to another machine. At destination, the mes- 
sage will be unscrambled, printed automatically, sealed in an envelope on which 
the address has been printed by the machine and sent on its way—all without 
disclosure to human eye. If the message is for special delivery, a special carrier 
will take it out; if regular mail, it will enter the post office distribution system 
and be directed into the carrier’s hands for regular delivery. 

As far as possible, to save cost and use idle cable time Speed Mail would move 
at times when the television and other high speed cables and facilities are not 
occupied. This timing of cable transmission will call for electronic storage of 
messages so that they are ready for transmission in high volume when the 
cables are cleared. Here will come into play techniques of storage of electronic 
information similar to those now common in the electronic data computer. 

Further details of the research and development work to be undertaken by 
the Post Office Department under its contract with International Telephone & 
Telegraph Co. for $3,278,032 are as follows: 

Part A 

(1) System engineering for the high-speed transmission and facsimile repro- 
duction of mail at each of the two core offices. This system will be designed to 
exchange mail between the two core offices while maintaining complete sanctity 
of the mail from point of mailing to point of delivery. This work will result in 
a general design specification describing the system and subsystems, and detailed 
system design for the two core office basic facilities. 

(2) Engineering for the mating of the scanning and printout equipment with 
the sanctity equipment, including the engineering of the sanctity equipment 
subsystem. 

(3) Engineering, including the breadboarding of electronic switching and cod- 
ing, and the production of prototypes of the equipments required for these func- 
tions. Related engineering pertaining to the modification of electronic storage 
equipment required for model system switching operation will also be performed. 

(4) Purchase of the following equipment for use in the model system : 

(a) 2 high-speed scanners. 

(b) 2 high-speed printers. 

(c) 2 openers. 

(d) 2 papercutters. 

(ec) 4 inserters and sealers. 

(f) 1 medium speed printer. 

(7) 1 high-speed tape storage machine. 
(h) 1 medium speed-tape storage machine. 

(5) Arrangement for the performance of acceptance tests on all equipment by 
the manufacturers thereof, modification of the equipment as appropriate to meet 
the system and subsystem design requirements, and the requirements for inter- 
working of the equipment to perform the required speed mail functions. Test 
of the equipment, in system configuration, at the contractor’s laboratory prior to 
installation at the core office sites to be designated. 

(6) Installation and test of the basic high-speed transmission and facsimile 
printing equipment at the core office sites to be designated. 

Part B 

(1) Complete system engineering to incorporate address coding, electronic 
switching and simulation of distribution to three satellite post offices associated 
with each core office. 

2) Complete engineering of electronic switching, coding, and electronic stor- 
age to provide the design of a complete switching subsystem for the test model 
system and completion of two prototypes of the subsystem. 

(3) Purchase of the following additional equipment for use in the model 
system : 

(a) 5 medium-speed printers. 

(b) 1 high-speed tape-storage machine. 

(c) 1 medium speed-tape storage machine. 
(d) 6 openers. 

(e) Twelve inserters and sealers. 

(f) Six papercutters. 
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(4) Arrangement for the performance of acceptance tests on all purchased 
equipment by the manufacturers thereof, modification of the equipment as appro- 
priate to meet the system and subsystem design requirements, and the require- 
ments for interworking of the equipment to perform the required Speed Mail 
functions. 

(5) Installation at the core offices, to be designated, and test of all remain- 
ing model system equipment, including the switching subsystem and simulation 
of satellite office operations. 

(6) Performance of test operations for a period of 60 days and carrying out 
of operations analysis to determine the technical, economic, and operational feasi- 
bility of the Speed Mail concept. 

(7) Furnishing to the Post Office Department of a report reflecting the test 
operations and operations analysis in terms of : 

(a) Equipment reliability and performance ; 

(b) System reliability and performance; 

(c) All economic factors ; 

(ad) Operational factors; and 

(e) Recommendations for an optimized national Speed Mail system, if 
warranted by the technical, economic, and operational evaluation. 

In addition, there are past expenses in this area totaling $177,040, and there 
will be line rentals and some additional expenses estimated at $400,000. This 
will make a total now programed for this project of approximately $3.9 million. 


Mr. Passman. Do you have any idea what it would cost ? 

Mr. Prum™er. Yes. 

The phase 1 part of the contract. with International T. & T. was 
for $221,869. 

The phase 2 part of the contract was added to part A, preliminary 
engineering grouping of the operation, which called for $1,819,490 
from funds available in the 1960 program. 

Phase 2. part B, called for an expenditure of $1,236,673 in funds to 
be made available in the 1961 program. 

And the total amounts to $3,278,032. 


INCREASE IN PIECES OF MAIL 


Mr. Passman. You mentioned a moment ago, Mr. McKibbin, that 
it was estimated that in 25 years the number of pieces of mail will 
double from 64 billion to 128 billion. 

Mr. McKiesrn. That is the Bureau of Standards estimate. They 
said in 25 years the mail volume will double over today’s volume. 

Mr. Passman. Is that projected into the future on the assumption 
that we continue the present unreasonable and unwarranted subsidies 
to special types of mail users ? 

Mr. McKipsryn. I am sure their calculation took into consideration 
the conditions as they are today. 

Mr. Passman. It is my opinion the subsidy is unwarranted, and if 
you could remove it that would have some effect on reducing the num- 
ber of pieces of mail. 


SHIFT FROM FIRST-CLASS TO THIRD-CLASS MAIL 


I believe it was established earlier that many of the users of first- 
class mail—we still have a loss in that class of mail, but I believe it 
was brought out that many of the users of first-class mail are switch- 
ing over to third-class mail because it affords a greater subsidy to 
them. 

Have you noticed a shift from first-class to third-class mail on ac- 
count of the tremendous subsidy ? 





382 





Mr. McKissrn. I believe Assistant Postmaster General Gillette 
testified some days ago that there were some minor shifts from first 
class to third class. 

Mr. Guerre. That is correct, and I think my testimony will 
answer the chairman’s question. 

Mr. Passman. Your figures indicated a substantial shift, did they 
not ? 

Mr. Giierre. Yes, they did, between first-class post cards and 
third-class bulk mail. 


COMPARISON OF PARCEL POST AND RAILWAY EXPRESS RATES 


Mr. Passman. Are there any comparisons available which show the 
relative cost of express service as compared with parcel post service? 

Mr. Guerre. Mr. Chairman, I have some data which I would be 
very happy to place in the record at this point which will give you a 
summary. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

(The summary referred to follows :) 


*arcel post rates are consistently lower than Railway Express rates for parcels 
originating within the eastern territory, east of the Mississippi and north of 
Kentucky and Virginia. In terms of shipments of various weights, the rate 
gap is relatively greatest for lightweight parcels. Postal rates follow an orderly 
progression beginning with parcels exceeding one pound in weight. Railway 
Express charges, on the other hand, start with a minimum rate of $2.22. For 
example, parcels ranging in weight from 2 pounds to 20 pounds shipped up to 
150 miles are charged postage ranging from $0.24 to $1.13. For Railway Express 
traffic, the flat $2.22 applies in these instances. 

Railway Express rates for parcels originating outside the eastern territory 
are moderately lower than express rates within the eastern territory. Outside 
the eastern territory the minimum express rate is $2.01. For some parcel weights 
exceeding 40 pounds and hauled 700 miles and more, parcel post rates are slightly 
higher than Railway Express rates. 

The relative margin between parcel post and Railway Express rates generally 
narrows as parcel weights and distances increase. The major exception con- 
cerns shipments beyond 1,800 miles. Under the parcel post system, all shipments 
over 1,800 miles are charged the eighth-zone rate. Railway Express rates, how- 
ever, are graduated upward for shipments beyond that distance. Consequently, 
Railway Express charges rise sharply above parcel post rates for long-haul ship- 
ments in excess of 1,800 miles. 


STANDARDS OF DAILY COMPENSATION ON CONTRACT 
ENGINEERING SERVICES 


Mr. Passman. What standards of daily compensation, travel costs, 
and other remunerations are applied in the case of contract engineer- 
ing services ? 

Mr. PrumMer. May I ask Mr. Stone, my fiscal officer, to answer 
that question, please ? 

Mr. Passman. Surely. 

Mr. Stone. The daily compensation is based upon the prevailing 
hourly rate that is applicable to that type of employee. The travel 
costs vary a little bit from company to company, depending upon 
their policy, the same as it does generally in industry. 

The maximum allowance for subsistence is $12 a day under any con- 
tract we have now in existence. In some other contracts it is con- 
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siderably lower than that, and in some instances, as low as $8 a day for 
their subsistence. 
SPEED MAIL PROJECT 


Mr. Passman. If speed mail should develop as rapidly as optimists 
hope, what would be the effects of mail-flo and other mechanization 
techniques now considered modern. 

Mr. Piummer. The speed-mail program is designed specifically for 
first-class mail, and that is the only kind of mail that would be ap- 
plicable to the system. 

We still are faced with the tremendous porns of handling parcel 
post and second- and third-class mail and the mail-flo and other equip- 
ment of significance would still be a prime factor in the modernization 
of the postal facility. 

Mr. Passman. Gentlemen, as you know, our distinguished chairman 
has for a long time been very much interested in this modernization 
program. I think he has contributed more to this particular program 
than almost any individual either in or out of the postal service, and 
many of his suggestions in the past have been put to good use. This 
has certainly been a credit to him and I am very pleased to know that 
in many instances you have followed his recommendations. I regret 
very much that he is not here this morning because his heart is in this 
program. 

PROJECTS FUNDED IN 1960 


Earlier in the hearings, it was agreed that a list of projects funded 
under the $80 million appropriation for postal modernization in 1960 
would be placed in the record. 

Have you placed that information in the record yet ? 

Mr. Barnarp. No, sir; we have not. But, if I may, I would like 
to reply to the question by stating that in the 1960 postal moderniza- 
tion appropriation there was a request made of the Congress for 
$9,740,000 for contract research, development, and engineering. Con- 
gress reduced the total appropriation by $8,500,000, of which 
$3,780,000 was initially allocated by the Department to contract re- 
search, leaving $5,960,000 initially programed for that account. 

Now, if the committee will recall, in my testimony earlier I men- 
tioned that $3,165,000 had been transferred from the capital portion 
of the postal modernization appropriation to the research portion to 
cover Project Gateway contracts, increasing the research program to 
$9,125,000. 

In the mechanization and buildings improvement section, so far 
as the Federal buildings modernization portion is concerned, the pro- 
gram was planned at the beginning of fiscal year 1960 at $46,394,000. 
Due to reprograming, this has been reduced to $38,918,000, as of the 
4th of January. 

In the priority projects for major facilities to be built under the 
lease program and mechanized with equipment procured by the De- 
partment and obligated in fiscal year 1960 or 1961, the mechanization 
planning is proceeding on Cincinnati, Ohio, Portland, Oreg., Boston, 
Mass., and Houston, Tex., in an amount of $11,965,000. 

Of these four offices that I have just mentioned, the projects for 
Boston and Houston must be deferred, pending restoration of funds 

50436—60-—25 
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through the supplemental appropriation request by virtue of transfer 
which has been necessary to the Bureau of Operations. 

Now, concerning equipment for newly constructed and remodeled 
buildings included in the modernization appropriation, the amount 
originally programed was $5,311,000. 

This amount has been increased to $10,673,000, largely because of a 
corresponding decrease in the facilities appropriation necessitated by 
the emergency transfers required to be made to the operations appro- 
priation. 

In the “Money-order-issuing equipment,” $4 million was appropri- 
ated and $4 million is programed. 

In the “Engineering and technical services,” $1,729,000 was appro- 
priated and $1,319,000 is programed. 

This is a gross program at this point of $76 million versus the $80 
million appropriated. 

The $4 million differential is the amount that was transferred to the 
Bureau of Operations. 

Mr. Passman. Good. 

If you will place that in the record in tabular form, it will be easier 
to follow. 

(The chart referred to follows :) 


Postal modernization, 1960 


[In thousands] 




















Program Revised 
July 1, 1959 program, 
Jan. 1, 1960 
Contract research, development, and engineering program $5, 960 $9, 125 
Mechanization and building improvement: 

Modernizing Federal bulidings-_---_--_- [2S SE SETTER TOO OTe ee 46, 394 38, 918 
Mechanizing—Priority projects__-.......-.....-.-- cinbahsiiimebiaumbiaeas ccd 16, 606 11, 965 
Equipment for newly constructed and remodeled buildings._-___-_- CIE 5, 311 10, 673 
PI GINS, CUE, oo oon nic ccc ccccc ccc encceccs 4,000 4, 000 
a ae ee SS SEP Pe ee GAC eR eee ee 72, 311 65, 556 
Engineering and technical services___-_-- SEES EEE 1,729 1,319 
Ein, aE IONI S o  osin wsc cese cccidcccccccccnnce phenbin 80, 000 76, 000 











PROJECTS INCLUDED IN 1961 BUDGET 


Mr. Passman. Will you place in the record a similar list for the 
proposed projects to be funded in fiscal 1961 ? 

Mr. Barnarp. May I suggest, Mr. Chairman, that we insert page 
51.5 in the record at this time, which is the major priority projects? 

Mr. PassMan. Without objection, that page of the justification will 
be inserted in the record at this point. 

(Discussion off the record. ) 








(7 


Poste 





Spring 
El Pa 
Sioux 
Omat 
Los A 

ity- 
Roch 
Oklal 
Gran 
Tam] 
Pitts 
Gree! 
Nort 
Tole 
Kno? 
Colu 
Mem 
Birm™ 


te 








r 


cH he 


a Tad 





385 


(The matter referred to follows :) 


Postal modernization, 1961—Major priority projects, mail-processing equipment 


[Thousands of dollars] 












































Inbound | Internal | Inbound Outbound 

Facility mechani-|transport|} sack- Parcel sack Letter | Total 
zation and pouch {processing} sorting |processing 
storage | sorting 
Springfield, Mass. .....-..-..-..- $72 $332 $15 $283 $84 $465 | $1, 251 
NS To iy aR ae ea 51 234 ll 199 59 328 882" 
ROUX CGY, ROWE: dnc Sccscanaguepan, 28 130 6 112 33 183 492" 
Omaha, Nebr- --- 142 652 30 557 165 914 2, 460° 
Los Angeles, Calif. 

We cca knpan a 165 760 36 650 193 1, 068 2, 872: 
Rochester, N.Y.--- § 168 772 35 659 196 1, 082 912: 
Oklahoma City, Ok % 122 560 25 478 142 785 2,112. 
Grand Rapids, Mich. . 92 424 19 362 108 594 1, 599 
TAMA, Biexccnsnnss a 62 288 13 246 73 404 1, 086) 
oe!) i a 335 1, 543 70 1,318 392 722 4, 380° 
Greensboro, N.C.........-.-.--.- 58 266 12 227 68 373 1, 004. 
Of ee eee 165 760 35 650 a . 1,803 
| er 110 505 23 431 128 709 1, 906: 
RUORV UI) WOU. aiccennncencsucs 45 207 9 176 52 290 779 
Cotamuus, OM... .........-.<0, 227 1, 043 48 890 265 1, 463 3, 936) 
Memphis, Tenn -.-.-.....-.-... 170 783 36 668 199 1, 097 2, 953: 
Birmingham, Ala..........---... 124 571 26 487 145 800 2, 153 
Balan NEN ioe ee 216 995 45 849 253 1,394 | 3, 752: 
Bethlehem, Allentown, and 

SRR A 78 359 16 306 91 503 1, 353 
Saginaw, Mich................... 28 130 6 112 33 183 492 

GNM 2 we dccskedasanstiosdan, 2, 458 11,314 516 9, 660 2, 872 13,357 | 40,177 
GLOSSARY 


“ Inbound mechanization: Under platform conveyor, dumpholes, chutes, conveyors to-and-from rail- 
roads. 

2. - ge transport and storage: Pouch, sack, and loose parcel conveyors, tray roller-type conveyors, 
sack slides. 

3. Inbound sack and pouch sorting: 8-10 separations which includes platforms (crow’s-nest type). 

4. Parcel processing: Parcel-sorting machines (webb type), pallet-type of conveyors, runoff (feeder) 
conveyors, chutes, roller tables. 

5. Outbound sack sort: Perimeter bucket conveyor (merry-go-round); runoff conveyors, chutes, se- 
quencing platforms; outside parcel sorting conveyors with key sorting. x 

6. Letter processing: Automatic cullers, automatic facer-cancelers, semiautomatic sorting machine.. 


SORTING MACHINE 


Mr. Passman. Last year the chairman and members of the commit- 
tee and officials of the Post Office Department visited the Burroughs 
Adding Machine Co. in Detroit, Mich., and it was our privilege to 
inspect this Burroughs sorting machine. 

Mr. Gittetre. That is right. 

Mr. PassMAn. What progress have they made since our visit there 
last year? 

Mr. PtumMer. The progress has been very notable and significant, 
Mr. Chairman. As we told the committee at our last appearance here, 
the machine would be operating on schedule early in the fall. That 
was accomplished, and the letter-sorting machine has been undergoin 
trials and tests on live mail at the Detroit Post Office. It perform 
very notably in handling the Christmas mail and we have decided 
to go ahead with the machine as such. 

I do have a little bit of information here, and if the chairman per- 
mits, I would like to read it into the record. 

Mr. Passman. We shall be very happy for you to do that. 
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Mr. Prummer. A contract was let to Burroughs Corp., Detroit, 
Mich., in June 1958, to develop and improve an existing letter-sorting 
machine concept and build 10 units of this machine. 

The first prototype was completed 1 year later and installed in the 
Roosevelt Armory adjoining the Roosevelt Park Annex at Detroit, 
Mich. A class of 37 operators were trained on a combined outgoing 
and city scheme, a system which generally reduces the piece handling 
by 50 percent and thereby improves efficiency and service. 

This prototype machine was given various runin tests and debugging 
until early September when the machine was used to sort third-class 
mail for a period of about a month. During a typical 10-day period 
approximately 1.75 million pieces of third-class mail was sorted at the 
rate of 60 letters per minute per operator. Many mechanical prob- 
lems were experienced which limited the availability of the main 
machine to 85 percent and the keyboard consoles to 70 percent. With 
this production and maintenance experience available, the machine 
was returned to the control of the Burroughs Corp. for improvements 
during October and November. 

During the last week of November the machine was returned to op- 
eration, sorting the most difficult first-class unzoned mail and a limited 
amount of outgoing mail. Additional operators, not fully trained, 
were used during the Christmas rush on this particular difficult type 
of mail and the machine speed was reduced to 45-50 letters per minute 
per operator. Even at these rates and under these conditions the 
machine processed about 550,000 pieces of mail during 18-hour period 
days for a total of 6.3 million letters in the 15-day period of Christmas 
rush. Machine availability improved to 92 percent, sorting accuracy 
improved and general productivity doubled. 

Our engineers feel that the Burroughs letter-sorting machine has 
been brought to production level in a remarkably short period of time. 
It is well designed, having many flexible features which we are con- 
fident will permit still further improvements in production and 
efficiencies. 

A second prototype Borroughs letter-sorting machine is being in- 
stalled at the new Flint, Mich. facility, scheduled for dedication Feb- 
ruary 13, 1960. A third machine will shortly be installed at the 
Washington City Post Office. 

Mr. ALExANDER. Will the chairman yield? 
Mr. Passman. Yes, sir. 


INSTALLATION OF SORTING MACHINE IN PROVIDENCE TURNKEY 
PROJECT 


Mr. Atexanver. Mr. Plummer, apparently this is the latest thing 
in this field. Why did we not install that in the Turnkey job in 
Providence, R.I.? 

Mr. Prummer. Congressman Alexander, the Turnkey project is 
entirely under the control of the Intelex Division of I. T. & T. 

Intelex responsibility is to take their engineering and their technol- 
ogy and apply it to the mail-sorting problem. So, the responsibility 
for selecting equipment was entirely theirs. 

In addition to that, their operation is scheduled to start in Septem- 
ber of this year, and we were not in a position to get Burroughs 
production machinery of this kind made ready and available for that. 
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Mr. ALExanpEeR. How much more would it cost you to put the Bur- 
roughs machine into operation in the Turnkey job now ? 

Mr. Prummer. I cannot give you an exact cost. We have an in- 
vitation to bid out now, and those bids will be opened I think the 25th 
of this month and that will determine the final price of the machine. 

Mr. Atexanper. It would be an extra cost we would have to pay 
in order to have a complete, up-to-date plant at Providence sina 
fore it starts operating; nay 5 it not? 

Mr. Piumer. I am sure that it would be quite expensive. 

The letter sorting machines that will go into Providence are im- 

roved models, but similar to the one we have installed here in the 

ashington post office now. 

Mr. Passman. Is not the Turnkey project supposed to incorporate 
all the modern developments? 

Mr. PLummer. It is supposed to incorporate all of the modern de- 
velopments, and the latest developments as they occur. 

Mr. Passman. Would not Burroughs be considered in that category ? 

Mr. Prummer. I am sure it would, Mr. Chairman. 

Mr. Passman. Is it contemplated that the Burroughs sorting ma- 
chine will be placed in the Turnkey post office later on? 

Mr. Ptummer. I have no such thinking established at the moment. 
It is basically a question of timing. We are not sure either that the 
new Bell machine is not considerably more capable than the one with 
which we have had experience. 

Mr. Passman. Meaning the Burroughs machine? 

Mr. Prummer. No; our own Bell machine that we have had experi- 
ence with here in the city office. 

The timing is a little too close and our knowledge is not fully de- 
veloped on the total project. 

Mr. Gutette. Mr. Chairman, just to continue the discussion on 
the point you raised here, the Burroughs letter sorter was not read 
at the time the Turnkey project was scheduled for completion this 
fall, and there was no prospect of the Burroughs letter sorter being 
ready to keep up with that construction schedule. 

Mr. Passman. You contracted with Burroughs to manufacture 10 
of these machines and subsequent orders will be on a competitive basis, 
with other companies able to compete? 

In what position does that leave Burroughs, then, so far as research 
and development expense in perfecting the machine? 

Mr. Prummer. Burroughs works with our professional engineers 
and with Post Office funds and at Government expense. 

Mr. PassMAn. That answers it. So, they are in the same com- 
petitive position as any other part of the industry producing this same 
machine. We have here a statement prepared in your office on the 
annual research and engineering program and development cost of the 
letter sorter. It is very complete. It is not too voluminous, and with- 
out objection, this will be inserted in the record at this point. 
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(The statement referred to follows :) 


ANNUAL RESEARCH AND ENGINEERING FISCAL PROGRAM AND DEVELOPMENT Costs 
OF LETTER SORTERS 


1. The total cost of contract NC 34-58 with the Burroughs Corp., dated June 
13, 1958, with amendments, is $1,885,635. 

2. A. Total estimated obligations for fiscal 1961 for research and engineering 
are included in two programs: 


Se RS $5, 500, 000 
AD) ep eEnOn aONTAND 6 5, 960, 000 
meteorites ee oe dd Lt te el 11, 460, 000 


B. The portion of the 1961 estimates which is programed for letter sorting 
totals $1,700,000. 

C. The Burroughs contracts for development of keyboard letter sorters pro- 
vide for the fabrication of 10 progressively improved sorting machines, including 
necessary training equipment, and for the furnishing of production drawings and 
specifications. Eight of the ten developmental machines will be installed at 
the new postal facility in Detroit. Invitations have been released for the com- 
petitive procurement of 20 machines for assignments to Detroit from drawings 
and specifications furnished by the Department. Inasmuch as responses have 
not as yet been received to this invitation, the total investment in letter sorting 
machines for Detroit is unknown. 

3. Fiscal history of the Post Office Department research program and develop- 
ment costs for mechanized letter sorting : 














Total | Total funds | Total included Total 

research allotted or in budget obligated 

Fiscal year budget obligated justification for for letter 

request | letter sorting ! sorting ! 

| 

Riera bot ooo dc. dedibecevnccdadateddddicon $1, 000, 000 | 719, 793 (2) $64, 369 
De ee ab Es ceuann nek new ini ew shone 802, 000 1, 268, 651 $500, 000 248, 030 
Bae sane b eet bine ooh decrees dea ncsase 2, 982, 000 | 2, 420, 611 1, 000, 000 | 780, 900 
ee ree ee eee eee 4, 350, 000 | 6, 455, 671 1, 000, 000 3, 783, 057 
SE pen cnnnn owe RE ee ea eee 4, 280, 000 | 4, 868, 779 2, 125, 000 803, 249 
BERL Ph sash sokdtLakutade coke od unas cuarenites | 15, 240, 000 14, 625, 000 2, 129, 000 1, 305, 458 
a  eetel pcbeernsocesntuctemdecacs ih 8 a ee SPORE Anaudaccsens a 











1 The costs indicated for letter sorting represent all research cost elements associated with the develop- 
ment of mechanized letter-sorting equipment, which include: (a) preliminary feasibility and systems 
studies, and (6) research: directed toward component design and improvement. Included in the latter are 
projects to develop memory equipment for sorter consoles; to devise coding techniques and cede printing 
equipment and materials; and to design and fabricate operator-training equipment. 

2 Not specified. 


SOURCE OF FUNDS FOR RESEARCH AND MODERNIZATION 


Mr. Passman. Whiy is the research program divided, with one part 
in the “Administration” appropriation and the other in the “Postal 
modernization” appropriation / 

Mr. Pivmmer. Basically, the same philosophy applies here, Mr. 
Chairman, as Mr. Barnard expressed in the direction of the facilities 
program. 

Mr. Passman. Then, the “fuzzy” application will be apropos there 
also? Would that opinion be applicable to this item ? 

Mr. Piummer. We tried to keep it from being “fuzzy.” We tried 
to determine the application of funds to those things which we think 
are most significant and most important and apply the balance of the 
funds to those parts of the program that could be greatly accelerated 
and kept in line with the development of the facilities themselves. 
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Mr. Passman. I did not mean that in a critical vein. I meant it in 
a very factual vein. I think it is a little “fuzzy,” the way it is being 
handled. We will have to leave it that way or make a better distinc- 
tion later. Mr. Pillion. 

Mr. Pixon. I note that on this chart up there you have contract 
research and development engineering, $5.5 million, under “Adminis- 
tration regional operations and research.” 

Who is the head of that particular Bureau? Are you the head 
of that Bureau, Mr. Plummer? 

Mr. Prumer. I am, Mr. Pillion. 

Mr. Pitiion. Then you are accountable to the Postmaster General 
himself for the spending of that fund ? 

Mr. Prummer. Yes, sir. 

Mr. Pittion. Then, under “Postal modernization” I see an item of 
contract research development engineering; that is the same language 
asupabove. That isin the amount of $5,960,000. 

Mr. Ptummer. Yes, sir. 

Mr. Pitxtion. Who is head of that particular item ? 

Mr. PitumMer. That comes under my scope of authority also, sir, 
on the same basis as the other. 

Mr. Pitu10n. But the overall facilities and postal modernization 
program comes under Mr. Barnard? Isthat right? 

Mr. PtumMer. Yes, sir. 

Mr. Pitti0on. But, that is still under “Postal modernization” ? 

Mr. Ptumner. Yes, sir. 

Mr. Pittion. Why is not that placed in one item ? 

Mr. Pirumer. It could well be, Mr. Pillion. However, in line with 
the division of funds between our regular capital program and the 
accelerated modernization program we merely show the difference in 
the funds allocated in those two accounts. 

Mr. Prixion. Actually, it is an arbitrary differentiation; is it not? 
You take each item and say that this is going into postal modernization 
and this is going into the capital ordinary replacement program ? 

Mr. Ptum™Mer. Yes, sir; it is more or less an arbitrary division of 
funds. However, we do have in the postal modernization aspect a con- 
siderably larger sum for employing contract engineering services than 
we do have in the regular fund because it is an accelerated program 
and we have put it in the acceleration side of it. 

Mr. Prixt0on. There is no basic difference, though; is there? 

Mr. PtumMer. No, sir. 

Mr. Piniion. You are all trying to improve the Post Office Depart- 
ment ? 

Mr. Ptumner. Right, sir. 

Mr. Piiuion. The engineering and tecnical services item amounts 
to $2,028,000. 

Under whom does that come ? 

Mr. Barnarp. Well, this account applies basically to headquarters 
and regional operations, Mr. Pillion. It comes into the scope or juris- 
diction of several of the Postmaster General’s staff. 

If I might at this point clarify a bit more the question you were just 
asking, in the concept of postal modernization the Department has 
taken all of the items, regardless in what accounts they may appear in 
the regular budget, and put them into a separate account for the 
accelerated modernization program. 
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Mr. Puxion. I see. 
Mr. Barnarp. Therefore, several of the accounts are in various 
parts of the postal modernization program. za} f) 

This all goes back to the original concept of postal modernization 
as it shows up in title III of Public Law 85-426, with the thought, 
at the time that legislation was introduced, that a fund would be set 
up in the Treasury with moneys to be appropriated into it from postal 
revenue. 

This last thought was deleted by the action of the Congress, but the 
postal modernizaticn fund remained authorized and, therefore, in the 
first year of appropriation it was handled as a separate account and, 
again, this year we are approaching it as a separate account. 

I think this, perhaps, spells out some of the reasons we have, as the 
chairman has indicated, an area of “fuzziness” because there is this 
overlapping between them. 


RESEARCH IN WASHINGTON 


Mr. Prur0n. In this laboratory or mailing room located in Wash- 
ington, Mr. Plummer, actually there is very little basic research that 
is being done by your employees? Is that right ? 

Mr. Prummer. There is quite a little, Con man Pillion. For 
example, one very small item which has significance is this: We have 
recently developed a small machine for mechanically counting rolls 
of stamps in order to help the auditors and the clerks in reconciling 
their balances. 

That was done entirely within our own organization. It is rela- 
tively small, but a necessary piece of equipment. 

Another item that we are doing basic research on is the culling 
machine. We are actually building a new concept of the culling ma- 
chine in the laboratory from the initial thinking and the initial de- 
sign of our own people. We are taking one of the prototype culling 
machine models that we have decided would be most advantageous to 
us and we are redeveloping it and redesigning it from the original one 
that you saw over there. 

Mr. Pitt10on. Would you call that research or would you call that 
mechnical adaptation? Basically, you are not doing any basic re- 
search as known in science; are you ? 

What you are doing is adapting machines or you are testing ma- 
chinesthere? Is not that about the situation ? 

Mr. Prummer. That is right, but in order to come up with facili- 
ties and improvements to achieve the end that we are driving for, 
we must do a basic study and research, of course, in order to provide 
the answers for the actual mechanical improvements on whatever it 
might be. 

In addition to those two items, we have a 1,000-pocket letter sorter 
in the laboratory now. It is equipped for automatic reading from 
culled mail as well as with manual keyboard consoles. With that 
equipment we will do basic research in the application of a coded 
technique to direct mail distribution. 

We will do some basic research in adapting our address-reading 
equipment to this. 
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Mr. Prion. I do not undertsand what you mean by basic research. 
You take these machines, and they are a mechanical sort of situation, 
but not basic research; is that right ? 

Mr. Prummer. That is right, but in order to develop the data nec- 
essary for the application then of direct distribution we must run 
many tests in order to accumulate statistics and information for ana- 
lytical analysis. 

Mr. Puxt0n. That is not research either. 

Mr. PrumMer. Yes; it is. 

Mr. Pruui0on. That is a matter of accounting and efficiency, which 
is a matter of accounting, rather than a matter of research. 

Mr. PtummeEr. We considered—— 

Mr. Pixon. Unless, perhaps, our ideas of research are altogether 
different. 

Mr. PiumMer. We consider it a basic facet of research, Congress- 
man Pillion. We find it necessary to develop ideas, gather informa- 
tion, and then study, these statistical analyses. 

Mr. Prtx10Nn. Well, basically, the operation of the post office simply is 
not so complex as taking iron ore and coal and limestone and putting it 
through a blast furnace, into an open hearth, and then through the 
rolling mills and making thousands upon thousands of different shapes 
and sizes, nor is it anywhere near as complicated as an automobile 
assembly line where you take thousands of parts from suppliers all 
over the country and start assembling them. Basically, your idea is to 
get five or six dlerent machines, whether they are cullers or separa- 
tors, or sorters, or cancelers, and put them on the assembly line produc- 
tion operation. That is basically what you are trying to arrive at; is 
it not, and put the series of conveyors in there in between to form an 
assembly line so you can get it out as soon as possible? That is basic- 
ally the idea; is it not? 

Mr. Pitummer. Yes, sir. However, if I may just make a point here, 
Congressman Pillion, I spent some 22 years in industry and in va- 
rious kinds of activities—research, engineering, development, produc- 
tion, maintenance, and operations, and our problems there were not 
in any way near as weighty as the problems involved in the post of- 
fices handling mail. I can say this, I think, from an unbiased stand- 
point: The problems of handling paper in the mass variety that we 
find coming into the mail mix is a very difficult and a very significant 
problem. We have called upon segments of industry to do certain 
things for us, and we have had such notable companies of tremendous 
ability as International Business Machines tell us that they were not 
qualified and were not knowledgeable enough to participate in the 
program of research and development for the Post Office Depart- 
ment. 

However, in order that they could enter the field of post office de- 
velopment they provided a six-man team to work 6 months at their 
own expense just studying the postal problems. I think that industry 
pretty generally agrees—all of those who have worked with us, and 


talked to us—that the mail processing is one of the most difficult 
problems they have ever encountered. 
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MODERN POST OFFICE IN BELGIUM 


Mr. Prion. Mr. Plummer, were you in charge of overseeing to 
some extent the installation of the Turnkey project? 

Mr. PrumMer. No, sir. 

Mr. Pu10N. Perhaps, you could tell us whether or not that project 
is very similar to the installation in the Belgium post office. 

Mr. Prummer. I would say, having seen the Belgium post of- 
fice——- 

Mr. Piiut0n. Is that one post office in Belgium or a series of them? 

Mr. Prummer. One post office. 

Mr. Prixi0on. And it is located in Brussels? 

Mr. Ptummer. Yes, sir. 

Mr. Prtti0on. How large a city is Brussels? 

Mr. Pitumer. I would say that Brussels is probably 114 million 
opulation. They handle substantially the greater part of the mail 
or Belgium as a whole. 

Mr. Prion. And was that mechanized completely by the Intelex 

Corp. ? 

Mr. Piummer. Yes, sir, by I.T. & T. Corp. 

Mr. Pitui0on. Would you please give us an idea as to what the cost 
of that was to the Brussels or Belgium Government ? 

Mr. Prummner. I have no idea what the dollar cost was. I can 
give you some idea insofar as the effort involved. 

In talking with the Belgian postal authorities approximately 1 year 
ago they told me that they had had 50 engineers working full time 
on the development of the Brussels Post Office for 10 years. The 

roject started in 1950 and was supposed to be operational in 1960. 
hat does not include the machinery development on the equipment 
that was provided by I.T. & T. 

Mr. Prtti0on. You have no figures, though, on that ? 

Mr. Piummer. No, sir. 

Mr. Pitton. You have no figures on it so that we could compare 
them in any way ? 

Mr. Ptumer. No, sir. 


COST OF MODERNIZATION OF WASHINGTON, D.C., POST OFFICE 


Mr. Piri10nN. Some time ago we expressed interest—or some mem- 
bers of the committee expressed interest—in the question of efficiency 
and economy in the installation of these machines. We asked, I think, 
specifically about the Washington, D.C., Post Office, that is now com- 
pleted, and according to the records it is the largest fully mechanized 
post office in the world. 

Could you tell us for the record what the cost of that mechaniza- 
tion has been ? 

Mr. Prummer. The original contracted cost of the mechanization 
was approximately $3.5 million. We have since—— 

Mr. Pruz10on. What did it actually cost? 

Mr. Piummer. Very close to that, and I will get the exact figures 
for you and provide them later. 

Mr. Gitterre. Mr. Chairman, if I may break in here, at the re- 
quest of one of the members of the committee we are preparing a 








stat 


you 
sati 


mo 
sta 
] 
tha 
em 
7 


ers 
> 


ha 


= 


Pe 











393 


statement for the record on the Washington Post Office with the data 
you are asking for, and we hope that it will be complete enough to 
satisfy your purposes. 

Would you like that inserted at this point ? 

I do not think Mr. Plummer has this information with him this 
morning, because it is in the process of being put together for this 
statement. 

Mr. Pitiion. We will pursue it a little bit further with the idea 
that it would be corrected. 

Did the $3.5 million include your services? The cost of the postal 
employees was not included, or is that actual out-of-cash outlay ? 

Mr. PtumMer. These were actual costs incurred by the manufactur- 
ers and the people who installed the machinery ? 

Mr. Pitxii0n. It does not include costs such as your Bureau might 
have put into it ? 

Mr. Ptummer. No, sir. 

Mr. Pitiion. How many employees are there now in the Washington 
Post Office ¢ 

Mr. PtumMer. In the Washington City Post Office? 

Mr. Pitxi0on. Does anyone here know ? 

Mr. Pirummer. I am afraid I cannot answer that. 

Mr. McKissrn. We will get you that information, Mr. Pillion. 

Mr. Pitii0N. I wondered, in comparison, how many employees you 
had in the Washington post office 2 years ago and, say, 3 years ago, 
before the mechanization took place, so I can tell what the differentia- 
tion might be and also the increase in the mail volume for the same 
years in which we had a difference in the number of employees. 

Mr. Ptummer. Mr. Chairman, I would like to mention one thing 
in connection with the Washington City Post Office, to which a recent 
story in the Washington Post related. After a relatively few months 
of shakedown and indoctrination since the dedication in March of 
last year, the postmaster used 1,000 less temporary employees handling 
the Christmas mail this year than he did the previous year. 

Mr. Pitii0on. That is exactly the sort of thing that we would like 
to know. 


RESULTS EXPECTED FROM MODERNIZATION PROGRAM 


Do you have a policy for the payoff of the capital investment in 
the modernization program? What is your rate of interest on the 
capital funds that are invested in modernization, the depreciation on 
the machinery, or how you are going to replace the machinery after 
it is worn out, and the payoff period—do you have any figures as to 
how we expect to get our money back out of increased efficiency 
through the modernization program ? 

Mr. Piummer. Congressman Pillion, I would like General Gillette 
to give you some answers on the financial aspect of that. However, 
I would like to say this: We have installed a rather significant amount 
of worthwhile machinery in quite a number of post offices around the 
country. With relatively few exceptions, none of it has been in suf- 
ficient time to permit a financial evaluation. As soon as the shake- 
down period and the indoctrination period is over and we get into 
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what we would consider a normal operation, the Bureau of Finance 
will make a cost evaluation and equate it to previous hand methods, 

At the moment we have very few installations on which we have 
made definite determinations. 

Mr. Pinion. What I am trying to get at is this: 

If the employment of capital by putting in this machinery is being 
substituted for the employment of hor and the cost is relatively the 
same, then all we are doing is creating unemployment and hiring 
capital instead of hiring labor and in a period where there is a surplus 
of labor, I certainly do not think we ought to modernize to employ 
capital and get rid of labor in any period of unemployment. Where 
there is a shortage, it is a different situation. So, the unemployment 
situation has a bearing on the rate of modernization and the rate of 
using capital instead of using labor. 

Mr. Prummer. I am sure, Congressman, that as mechanization be- 
comes more widespread that productivity will increase and you will 
find significant savings. 

There is one other aspect, too, that is very significant, and that is 
the service to the public will be improved. 

Mr. Pitiion. Yes; I think that is true. I think that is probably so 
and I think it showed up in your Christmas mailings. I think you 
probably had less difficulties with your Christmas mail than at other 
times, and the public got the benefit of quicker and better service. 


OBJECTIVES OF MODERNIZATION PROGRAM 


Mr. McKissrn. It seems to me our whole modernization and mech- 
anization program has three main objectives. First, is to make the 
ost office a better place in which to work for our people, and there- 
y attract better people to the postal service, and that has been dem- 
onstrated. 

Second, is to cause the more orderly flow of mail and thus improve 
the service. 

Third, the mechanized post office will permit handling a greater 
volume of mail as it increases. As the rate increases, you can handle 
more in a mechanized post office. 

The fourth element, of course, is the savings that can be accrued, 
and on the last point we have two offices on which we are going to give 
you figures, one in Detroit and one in Washington, which I think will 
satisfy this question. 

Those figures are in preparation now. 

Mr. Giuterr. Mr. Pillion, I infer from your comments on this mat- 
ter of savings in the modernization program, which subject is very 
much in our minds, too, that you are under the impression that a 
very large segment of our postal system is mechanized, and that, there- 
fore, savings should be significantly evident in the 1961 budget as a 
whole. Is that correct ? ne 

Mr. Prt10on. No; I am looking forward to it, but in discussing it, 
we have now shifted from the idea that this mechanization and auto- 
mation is going to save money to the idea that it is not an efficiency 
situation but it is a matter of making it easier for the employees, 
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We are more interested in the overall picture. We are interested 
in not only the idea of making it perhaps lighter for some of the em- 
ployees and getting a higher type of employee, but of achieving some 
savings. Making it, perhaps, lighter for some of the employees is not 
the basic reason for the modernization program. 

Now, Mr. McKibbin, this morning went on to talk about facsimile 
mail wherein he stressed very much that it will reduce cost and result in 
more efficiency. Therefore, when a situation comes before us, that is 
the program that is set before us. However, after it gets into opera- 
tion, then it shifts from that basis over to something else. 

We would like to know what the policy of the Department is on the 
question of efficiency. Is this program going to bring about more 
efficiency at less costs, or is it not ? 

Is this a mere public service wherein we are modernizing for the 
purpose of getting mail, perhaps, a little bit easier, and making it 
easier for the employees? I assume that if we are talking about effi- 
ciency and economy and fiscal matters and fiscal betterment of our 
whole postal situation, then there ought to be some policies as to how 
much money is invested for how much return, what your depreciation 
is, and what your interest costs are, and at what rate you return capital 
and how you amortize this thing so that we have some idea upon which 
to proceed. That is what I am trying to arrive at. 

Do we have any ground rules or any such objective as economy or is 
this just a matter of modernizing because it is a fashionable slogan, 
today. 

Mr. Gittetrr. We do very definitely have an objective of havin 
investments in equipment pay themselves off in a reasonable number o 
years, as the Postmaster General himself testified to, but we cannot tell 
this committee that we have special specific criteria which, unless met, 
rule out a given installation, because we recognize that conditions are 
very different in different post offices based upon the arrangement of 
the old offices and the ability to fit equipment into certain patterns, and 
based upon different local conditions. 

The point, Mr. Pillion, that I wanted to make in respect to the 1961 
budget before this committee was that actually mechanization at its 
present stage applies to only a very small portion of our total opera- 
tion for 1961. At thesame time I recognize your long-term viewpoint. 

Mr. Prui0n. I understand that. I understand, Mr. Gillette, that 
the great bulk of the operation is not mechanized, and I can under- 
stand that there will not be any considerable savings showing up in 
the budget as of 1961 by reason of increased mechanization. 

What I am trying to find out, though, is this: Is there a real prospect 
of increased efficiency and reduced cost per item of mail in the future? 
That is the reason we would like, and the committee would like, I 
think, one or two examples of what it costs you, how you intend to 
repay it, what the return will be on the basis of economy dollarwise, 
and not on the basis of the temper or the feelings of the people or the 
satisfaction of the employee or even of the public, but actual dollars 
and cents saved. 

It is pretty hard to measure emotion and pretty hard to measure 
how much happier an employee is because he is running a mechanized 
machine instead of a manual operation. But, we have to figure it in 
dollars and cents, and that is what we try to arrive at. 
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So far I have been unable to get anything along that line, and we 
bere not been able to get into the basic idea that I am trying to think 
of here. 

Mr. Giutetre. We believe the committee is entitled to just the kind 
of information that you are seeking, and we want to give it to you 
now and continue to do so in the future because we recognize the basic 
need of the committee to have this sort of information. 

I would like to refer you in this respect to page 355 of the hearings 
of last year which contain a letter from Mr. Sessions, then Deputy 
Postmaster General, addressed to the chairman of this committee on 
this general subject, without going into the details of the letter because 
the committee is aware of it, and I would also like to remind the Con- 
gressman we have in process a statement of two examples that have 
been running sufficiently long to have some reasonable results avail- 
able; namely, Washington and Detroit. 

It takes many months to engineer out the costs, as I am sure you are 
aware. 

Mr. Pitxiton. Yes, and even with regard to the number of em- 
ployees, it takes time. 

You just do not lay off 50 employees and say, “Get rid of them.” 
We understand the problems involved. It is just a question of: Do 
we have an ultimate goal we can agree upon with respect to this sort 
of thing so that we can go to the floor of the House and say, “Well, 
yes, modernization is going to pay.” 

Mr. Giierre. I can say to you categorically, as the individual in- 
terested primarily in the financial problems of the Post Office Depart- 
ment, that your objective is our objective. We most carefully examine 
the cost results of the installations and follow them up with 
operations. 

The Bureau of Operations makes every effort to engineer out the 
costs and make the shakedown period as short as possible, and we do 
achieve results which we will be able to show the committe as time 
goes on. 

Mr. Pitxt0Nn. I personally believe with regard to the 1961 budget 
you ought to have a little more time. I must also say by 1962 we 
ought to have some definite figures and results because I am sure by 
that time there ought to be some indication where we are going in 
this complete and whole program. 

Mr. Guerre. Mr. Pillion, I have a second point to make with re- 
spect to the 1961 budget which may be helpful to your thinking about 
this, and that is the installing of major equipments, particularly mail- 
flow, in various post offices serves to disrupt the operations temporarily 
and it is costing us very real money, which has the effect of offsetting 
some of the savings we might have hoped for. 

Mr. Priu10Nn. Due allowance should be made for that. 

Mr. Giuette. It is amounting to several million dollars according 
to some very careful studies that we have made. 

In conclusion, on the matter of the 1961 budget, we do want to 
emphasize we are programing an increase in the number of pieces 
of mail per man-year from 243,231 which we expect to attain in 1960 
to 245,568, which is an increase of about 1 percent, some portion of 

which even at this early date is probably due to mechanization. 
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I give you these figures only to try to give you some tangible evi- 
dence of our very real concern in the constant improvement of our 
economy in the operation of the Post Office Department. 

Mr. Pruuton. Thank you very much. 


BUILDING AND EQUIPMENT PROGRAM 


I do not think that I will go into the question of the building and 
equipment program under facilities. I understand that Mr. Barnard 
has intended that as sort of a mere replacement of your physical plant. 
Is that right? Those two items are intended to replace facilities. 

Mr. Barnarp. It is a combination of replacing equipment and exist- 
ing facilities, upgrading existing facilities, and the establishment of 
new facilities. 

Mr. Pruton. And they are being upgraded even though that is a 
replacement program ? 

Mr. Barnarp. That is right, sir. One thing that I did not mention 
earlier—and I think it would be well to get it in the record—is that 
the 20 facilities which are itemized on page 51.5 are, as we have noted, 
major projects in which mechanization would be involved. They are 
all placed purposely in the modernization portion of our budget 
presentation by virtue of the fact they are in the category of ac- 
celerated upgrading rather than a regular capital expenditure. 

Mr. Pitxr0Nn. I will not go into it now. There is a fuzzy line there 
as the chairman said. 

Now, I would like to ask Mr. Plummer a question. 


SORTING MACHINE AT TURNKEY PROJECT 


Now, Mr. Plummer, the facility at Providence, R.I., is the 
most mechanized and has the very latest equipment; is that true? 

Mr. Ptumner. Yes. 

Mr. Pitx10n. What sort of sorting machines do they have in Provi- 
dence that is similar to the Burroughs machine we have been talking 
about that is now under experimentation ? 

Mr. Prummer. They have the Intelex letter sorter which we call 
the Bell letter sorter. The Bell Telephone Laboratory of Europe is 
the subsidiary. 

Mr. Prion. That ought to be a prototype for practically every 
post office in the country. 

The next look into the future is the facsimile mail we have been 
talking about, which I will not bother to discuss here toda Ys and the 
third futuristic idea is the Gateway project; is that right? 

Mr. Piummer. Yes. 


GATEWAY POST OFFICE PROJECT 


Mr. Prut0on. Now, for the Gateway project the contract re- 
search runs to about $3.5 million ? 

Mr. Prummer. The contract now, sir, is for $3,165,000. This amount 
will carry the work through March 1961. However, in June of this 
year economic feasibility studies will be submitted by the contractor 
for evaluation by the Department. At that time we will decide how 
far we want to go in the development of new equipment and will nego- 
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tiate additional phases of the contract accordingly. Under this con- 
tract the Department may terminate or change the contract provi- 
sions whenever such actions are in the interest of the Government. 
The entire research and development contract, including the present 
amount, could run from $8 to $10 million. 

Mr. Prtt10n. The Food Machinery Co. is the corporation that has 
that contract ? 

Mr. Prumer. Yes. 

Mr. Pri110Nn. I suppose that they have had similar experience in 
shaking peas out of the vine, pasteurizing them and labeling them on 
their intricate machinery; freezing them and packing them, and that 
sort of thing. Is that the background of the experience upon which 
this contract was given to the Food Machinery Co. ? 

Mr. Prummer. Not entirely, Congressman. The Food Machinery 
Co. is quite a large organization. They have an annual income or 
revenue somewhere around $350 million a year in sales, of which about 
20 percent is from the Defense Department, or other Government 
agencies. They have been occupied to some extent in missile work, 
armament, and that sort of thing. Their food processing machinery 
is mainly materials-handling machinery for problems not basically 
different from the problems of the post office. And on a previous 
contract with us, on non-letter-size mail, they have done considerable 
work and exhibited sufficient canabilities in working with us in the 
past vear to help establish additional abilities directly in line with 
post office operations. 

Mr. Prrxt0on. Now. the basis upon which they are to proceed with 
a totally new post office is very vague and fuzzy so far as I am con- 
cerned. Perhaps I did not get some statement that was made as to 
just what is the objective they are seeking in this research contract. 

Mr. Promrr. If I may back up just a moment, sir, when the de- 
cision was made that we should have this second laboratory post office 
development we canvassed industry. I talked to approximately 12 
large corporations who had tremendous capabilities and suggested to 
them that they might like to Jook at the post office problem with the 
obiect of coming up with a project similar to Gateway. We were 
presented with four different proposals from four different organiza- 
tions. One of the organizations was a combination of six very capable 
comnanies. The four firms which submitted proposals presented 
their most advanced thinking and the best technology they could in 
the direction of developing processes that were new, different, and 
would essentially be the future postal onerations. As the result of 
these four presentations to the ton staff of the Post Office Department, 
the decision was made that Food Machinery Chemical Corp. showed 
the ereatest capability and they were selected to take on this project. 

Mr. Prrut0n. After listening to you, I know exactly nothine more 
than T knew before. I just do not understand the goal. What is 
vour voal? You say vou have a Gateway project that is supposed to 
he different from the Providence project; altogether different. The 
Providence vroiect is the result of years and years of engineering and 
thought and research on the part of thousands of people, I suppose. 
It is the latest thing in the handling of mail. Now, you are discard- 
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ing all of that and saying—Well, of this study and development and 
research that has been going on by dozens of corporations, Bell, 
LT. & T., Borroughs ot so forth, we will forget all of that. You 
start off again in the blue yonder and forget all the facts, knowledge, 
and engineering that we have and start all over again. Is that the 
basic idea? 

Mr. Pirummer. No, it is not. 

Mr. Priixion. In other words, are we arriving at a situation some- 
thing like we have in the missile field where we have 30, 40, or 50 firms 
all receiving funds from the U.S. Government where they are over- 
lapping and duplicating and are without any orderly process or ob- 
jective with regard to where they are going? I still do not under- 
stand what Gateway is and what we are trying to prove by it. 

Mr. Piummer. The basic idea, Congressman, is we have arrived at 
a certain level of efficiency in the production of mail processing ma- 
chinery. We know that as technology in various fields of effort im- 
proves and develops those advances and technology can be applied to 
mail processing systems. Having arrived at a certain level wherein 
we are installing presently known equipment and machinery, we need 
to go beyond that and build for the future, and this is an approach 
for providing advanced engineering and advanced thinking that will 
be available to the Post Office Department for the years coming along 
in the future. 

Mr. Piututon. That is the great fear that I have always had with 
regard to the Defense Department. Before we build enough tanks, 
or planes, or missiles that are operational we find that we have to 
research something ahead so we never get enough material to fight a 
war at one time because we are always in the planning stage for 5 or 10 
years from now. 

Now we find that we have a good operation in Providence. Instead 
of increasing that operation by an efficiency of 5 percent through 
say, Gateway, why do we not just take the present operation that 
increases our efficiency figure 50 percent over the present handling of 
mail into the other post offices and get that in, or most of it, instead of 
looking so far into the future? There is a diminishing return on 
money spent on research and engineering. In the first big jump we 
may save 25 percent on the cost of operation. The same amount of 
labor and effort on the next jump may mean saving only 1 or 2 percent. 
Why do we not take the clearly demonstrated things and efficient 
things and put them in? 

Mr. Pirummer. We are doing that, Mr. Pillion. As I indicated a 
little earlier, we will this year have 18 installations of Mail-Flo onerat- 
ing. That was the first step, and is basically a rather sophisticated 
and elaborate materials handling program. We have ordered facing 
and canceling machines. We are about to procure letter-sorting ma- 
chines. All of this equipment represents the state of the art as it now 
exists, but we know full well that the mind of man is constantly 
advancing the technology and we are preparing for the future. So 
that in the future when existing machines are replaced by more 
efficient ones they will have paid for themselves in terms of actual 
use in the post office. 


50436—60——_26 
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(The following additional statement was supplied for the record :) 


THE GATEWAY Post OFFICE PROJECT 


THE CONCEPT OF A SECOND LABORATORY POST OFFICE 


The Post Office Department and its Advisory committee decided several months 
ago that there was much to be gained from the construction and equipping of a 
second laboratory post office. 

The concept of this project is that the second laboratory post office will be 
completely different from the original project at Providence, R.I., where the 
best of presently available equipment was to be selected and adapted to the 
present postal operations. The new concept for a second laboratory post office 
was to involve a larger operation where practically all postal services were 
conducted in large volumes so that the studies could include possible combining 
and simplification of processes and thereby result in a design for a structure and 
equipment to “do the job the best way.” Existing equipment and state of the art 
will be considered but design is to be for the “process” and not to merely mecha- 
nize the present undesirable physical motions of an individual performing the 
work. Given several years for proper planning and design prior to our letting of 
production and construction contracts for the actual facility, it can be seen that 
the developments for and from this laboratory post office should provide the 
equipment and operating philosophy for the future postal plant. 


SELECTION OF OAKLAND, CALIF. 


Oakland, Calif. was selected as the site for the second laboratory post office 
and appeared practically made to order for this project for the following 
reasons: 

1. Oakland was already scheduled for a new facility as the present plant 
was obsolete and inadequate. 

2. In Oakland we will combine the operations at the main post office, Bayshore 
Annex, Oakland terminal, and the Ferry Annex at San Francisco (handling 
foreign mail) into one facility. 

3. Oakland is the railhead for the San Francisco-Oakland area and in fact 
for northern California in all transportation plans and patterns including the 
newly announced nationwide integrated postal service plan which effectively 
reroutes the mail on a nationwide plan. 

4. Oakland is a key city in an already established metropolitan postal service 
plan serving a large segment of population and in an area of rapidly expanding 
growth. 

OTHER ECONOMIC AND OPERATING FACTORS 


We have the unusual opportunity of combining several facilities and service 
plans into one planned operation in Oakland. We are now engaged in obtaining 
data from which an economic evaluation of each service plan and each equipment 
process can be evaluated. Until this data and economic evaluations are com- 
pleted in May 1960, we cannot determine with exactness the entire cost or scope 
of the project. 

However, pending the receipt of the data, it is estimated that the total contract 
cost with Food Machinery and Chemical Corp. will be about $9 million to be 
expended over a 4-year period. The contract is for the development of working 
experimental process equipment, bid drawings for process equipment, tentative 
building plans, and an operating systems plan. 

The estimated contract cost includes several items which would normally 
be incurred if the project were handled as a project modernizing a facility; 
(a) the engineering for this facility (providing no R. & D.) would require 20 
man-years or $300,000; and (b) the cost of the development of non-letter-sized 
mail equipment would again be separated from this contract (this was a project 
in process but combined with Gateway to avoid any overlapping) at $700,000 for 
a total of $1 million. It has been assumed that the new concept designs would 
result in a 20- to 40-percent reduction in the required floor space (.20 x 750,000 
square feet x $20) of $3 million capital investment and likwise a reduction in 
machinery cost of 10 percent (of $5 million) or $500,000 capital investment for 
a total of $3,500,000 reduction in capital investment required which would reflect 
in rental rates. Decreased plant size and equipment mean reduced operating 
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costs. It is expected that the general efficiency of the Gateway office will be 
improved 15 to 25 percent and by applying this improved efficiency to only those 
employees on the workroom floor the annual savings would be over a million 
dollars each year. While the above items totaled $4,500,000, plus an annual 
savings of over $1 million, the truly big savings and benefits from this contract 
will be when the study techniques, process machinery and general thinking is 
applied to the entire postal service. 


Summary of estimated costs 





Work performed under— Gateway 
concept 





Development of non-letter-sized mail eee 
Research and development 

Engineering 

Process equipment 

Building 














, 1No R. & D. included as equipment developed as a result of our previous 5-year R. & D. program would 
e used. 


ATTACHMENT A 


The operating concept for Oakland, Calif., is based on the following assump- 
tions of departmental policies and objectives : 

A. An expedited mail program, involving the transportation of first-class mail 
by air, will be activated before the proposed new Oakland facility is delivered. 

B. A nationwide integrated postal service plan will be developed, accepted, and 
to some extent be activated before completion of the proposed facility. Under 
this plan the country will be divided into 60 national postal service areas each 
with a national transportation center to be connected by national transportation 
networks for preferential and nonpreferential mail. A national transportation 
center will serve as the concentration point for outgoing national mails from its 
area post offices and will distribute such mails to the other national centers and 
warranted directs as feasible in one handling. It is the receiving point for 
national mails to its area offices and performs distribution of such mails either 
to offices of delivery or their sectional centers. 

C. The proposed Oakland facility will be one of the key facilities in the San 
Francisco-Oakland key national transportation center, and the center for the 
dispatch and receipt of international bulk mails through this gateway. 

D. A project will be authorized in the near future to make the airmail field at 
San Francisco International Airport capable of handling its preferential mail 
load as contemplated under assumption A, above. 

E. The operating concept described herein will be reconciled with the findings 
of an engineering study by Food Machinery & Chemical Corp. for final determina- 
tion and approval of a complete operating plan for Oakland, Calif. 

F. The tentative boundaries of the inland areas to be served by Oakland as a 
key national transportation center are the California-Oregon line, a line running 
southerly from the Oregon border along the California-Nevada border, or through 
Nevada, depending on detailed plans for interconnecting outlying points with the 
basie pattern, a line extending through Bakersfield roughly to Paso Robles on the 
coast. 
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The present concept of the Post Office Department covering operations at a 
new facility in Oakland is as follows: 
1. The following post offices are tributary or satellite offices of Oakland: 


Alameda Newark 
Alamo Niles 
Berkeley Oakland (including Bayshore Annex 
Canyon and PTS terminal) 
Clayton Orinda 
Concord Pleasanton 
Cowell Rheem 
Danville Richmond 
Diablo St. Mary’s 
El Cerrito San Francisco 
Fremont San Leandro 
Hayward San Lorenzo 
Irvington San Ramon 
Lafayette Sunol 
Livermore Union City 
Mission San Jose Walnut Creek 
Moraga Martinez 
Mount Eden 

PREFERENTIAL MAILS 


2. Face, cancel, and distribute all Oakland collection and drop mails, except 
secondary distribution of foreign and military first-class mails. 

3. Face, cancel, and distribute all late collections from tributary East Bay 
offices, except secondary distribution of foreign and military first-class mails. 

4. Perform outgoing secondary distribution of mail from tributary offices, 
except for foreign and military first-class mails. 

5. Distribute outgoing newspapers, special-handling and special-delivery parcel 
post from other offices and distribution centers in northern California. 

6. Receive, pouch, and dispatch outgoing direct bundles from other offices and 
distribution centers served by surface transportation. 

7. Sort and transfer all sacks and pouches inbound from railroad. (It is 
assumed solid loadings for San Francisco, for instance, may be transferred 
directly to trucks at railroad dock or car door. In the design of the facility it 
should be assumed the volume of solid loadings may be so reduced in the national 
integrated service plan that all railroad mail would flow through the facility.) 

8. Distribute and dispatch all military and trans-pacific mails, except first 
class, to destinations served through this gateway. 

9. Distribute to direct and national transportation centers all mail, except 
first class, received through this gateway from Hawaii, the Orient, and south- 
west Pacific. 

10. Distribute and dispatch Oakland “Dis” mails to tributary offices. 

11. Distribute all preferential mails for Oakland delivery as completely as the 
system and its mechanization permits. 


NONPREFERENTIAL MAILS 


12. Distribute and dispatch Oakland originating mails and late collections 
from tributary offices. 

13. Perform secondary distribution of outgoing residues from tributary offices. 
(Minimum assumption is a “behind the window” primary at the office of origin.) 

14. Distribute and dispatch outgoing residues from offices and distribution 
centers in northern California. (Assume holdout at point of origin of local 
and metropolitan area directs, and the making of big directs based on volume.) 

15. Distribute and dispatch outgoing nonpreferential mails of San Francisco 
origin other than local holdouts, and holdouts for service reasons, and the 
making of big directs based on volume. 

16. Distribute and dispatch all outgoing military and trans-pacific second-, 
third-, and fourth-class mail (Ferry Annex operation). 

17. Distribute and dispatch all receipts from post offices and national trans- 
portation centers of second-, third-, and fourth-class mails destined for northern 
California offices. 

18. Sort and dispatch all sacks and containers arriving by railroad for north- 
ern California offices. (It is assumed solid loadings for San Francisco, for 
instance, may be transferred directly to trucks at railroad dock or car door. 
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In the design of the facility it should be assumed the volume of solid loadings 
may be so reduced in the national integrated service plan that all railroad mail 
would flow through the facility. ) 

19. Distribute and dispatch to directs and national distribution centers all 
customs mail received through the San Francisco port of entry (include space 
for customs’ examination of all such mails). 

20. Distribute Oakland and Berkeley parcel post to delivery routes, and other 
nonpreferential mails for Oakland delivery. 

Mr. Conre. With regard to these modern machines that you are 
putting into the post offices, you still have some regulations which tie 
up the post offices tremendously. 


COUNTING OF MAIL 


I recently visited some post offices and I received complaints from 
some of the clerks about the fact they have to count the mail, put it in 
trays, and after they count the mail they have to go to the end of the 
room and chalk up on a piece of paper how many letters were in the 
tray. 

Then I visited several other post offices and found that there is no 
conformity with regard to the counting. Some pack a heavy tray, 
some pack a loose tray, and then if the individual clerk has not pro- 
duced enough mail in the course of a week he is called in by the post- 
master and dressed down. It seems like a waste of time with all of the 
modernization that we have that you hold up the works by the count- 
ing of the mail. Mail is counted in the first instance when the letter 
is mailed; is it not? 

Mr. Piumer. No, sir. 

Mr. Conte. With all of this modernization do we not have the ma- 
chines by which we can count the mail? 

Mr. Prummer. We have recognized this is a problem, and we are 
installing as of right now an electronic counting device here in Wash- 
ington and in the Los Angeles post office, wherein mail traveling over 
the conveyor will be automatically weighed and the weight will be 
converted into a piece count by an automatic conversion computer, 
and we will get a mechanical and electronic count on that basis. This 
again is relatively new and these are two experimental machines for 


test purposes. 

Mr. onTE. Is not the cancellation of the mail counted in a ma- 
chine? 

Mr. Piummer. We do get a count automatically in the canceling 
machine. We get a piece count on the automatic parcel-sorting ma- 
chine, and we get a letter count through the letter-sorting machine. 
However, these machines at the present time do not handle every piece 
of mail. For example, metered mail does not go through the canceling 
machines. Some of the outside parcels, for example, and others, do 
not go over the parcel sorting machine. 

Mr. ConrTE. What do you mean by “metered mail’’? 

Mr. Piummer. The postage metered mail wherein the postage is put 
on in lieu of a stamp through the use of a postage meter. 

Mr. Conte. Isnot there a count on the machine? 

Mr. Prummer. There is, but that is available to the owner of the 
machine, or the lessor of the machine, and comes through the account- 
ing department, but does not get to the post office in any form, or in 
time to be used accurately as a part of the mail-counting procedure. 
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Mr. Gititetre. The whole purpose of the mail volume count, which 
is very important to us, is to have something that we can relate our 
man-hour count to in order to determine our manpower utilization. 
It is one of the two factors required to show on the one hand what 
the workload is, and on the other hand what the manpower is so we 
can see whether our manpower is being properly utilized. 

It is much easier to count man-hours, of course, because that is 
the basis on which the employees are paid. It is much less easy to 
count mail volume, but we are perfecting our method of counting the 
mail volume. We have instructions out on the subject, and we are 
doing our best to train our employees to make an accurate count so 
our relationship of mail volume to man-hours will be a useful man- 
agement tool. 

As we put in mechanization which presumably was not in the post 
office to which you referred in your statement, we will be able to use 
weighing devices and other devices which will make our count more 
accurate. But I do want to stress that if we are to improve manpower 
utilization we have to have a workload to measure it against. 

Mr. Cone. If you build a new post office you definitely will have 
the mail weighing devices equipment ? 

Mr. Guerre. That would be correct, Mr. Conte. 

Mr. Conrre. Secondly, you really do not get a true picture under 
the present system. If you get some office that might put a very loose 
tray in, it will havea tremendous high count. 

Mr. Guerre. There is no question but that the variations to which 
you referred are a problem, but we try to supervise the people who do 
the mail count and get a reasonable degree of compression. However, 
this is largely accounted for by the fact that we have different con- 
version factors in many of the different post offices. This means fora 
given linear length of letters we may have a different count of letters 
in one post office, or at one counting position, than another. Our 
ability to change the conversion factors means we can make allowance 
for the different results in the compression of the letters. 


SHIPMENT OF CURRENCY BY MAIL 


Mr. Conte. Another thing that I have noticed—and I guess I am 
digressing a little here—in my local post office I understand there is 
$1 million in cash coming into the post office every week to be dis- 
tributed to the banks—Federal Reserve money. I did not see any 
safeguards taken with regard to that money. It comes in now under 
the metro system. The trucks are not guarded. The money is sorted 
out on a platform with the other bags. There are people coming in, 
rural mail carriers on the platforms picking up their sacks of mail. 
The sack of money is finally picked up and thrown into a safe and 
then later distributed to the banks. 

I questioned employees. I find that this is going on in many of the 
post offices. I questioned many employees and found out that they do 
not even own a gun to protect themselves in case of a holdup. 

In Massachusetts you know that they walked right into the Brinks 
establishment and performed a holdup. This situation in the post 
offices would be “duck-soup” for any smart burglar. He could go in 
and pick up a sack of cash. 





405 


Mr. Giierre. The mail that you refer to would undoubtedly be 
registered mail, and I would like to ask Mr. Hahn, the Deputy Assist- 
ant, Postmaster for Operations, to answer your question. 

Mr. Hann. We are very aware of the movement of valuable ship- 
ments through the mails, and we do have regulations which govern 
the handling of these shipments. The degree of guarding performed 
is based upon the value of the shipment. We have very special ar- 
rangements that we provide for hand-to-hand transfer of values above 
a certain amount. 

Mr. Contr. Above what amount, $200,000 ? 

Mr. Hann. $250,000. 

Mr. Contr. You can have a good piece of change under $250,000. 

Mr. Haun. We have found it is impractical to provide armed 
guards for all the degrees of value that are carried through the mails. 
It is completely uneconomical to do it. 

Mr. Conte. Do you not think that it would be wise to at least pro- 
vide a clerk with a gun? 

Mr. Haun. The greatest protection that we can have in the mail 
service is the fact that people do not know what is in the mail. The 
driver does not know and the public does not know. 

Mr. Conte. In reference to that, I discovered that you have a lot 
of temporary employees working in the post office, some who work 
in shops and some who are truckdrivers in private industry, milkmen, 
people from all walks of life working in that post office as temporary 
employees and they have seen that money. I know they have. They 
go off and tell their friends about it. They are not supposed to, but it 
" human nature to say, “My goodness, I saw a whole sackful of green- 

acks.” 

Mr. Haun. We have had in the postal service a great many fire- 
arms, and we have had a great many people armed. I do not think 
one-half of 1 percent of them have ever used these weapons. We 
found more people were getting hurt by guns being promiscuously 
available than they were ever doing any good. 

We were faced here with a proposition a short time ago either of 
having to take the people we gave firearms to and giving them a train- 
ing program, or taking the firearms away. It was our determination 
that only a relatively few needed to be armed. We do have a good 
training program now in which we train these people who we feel need 
to be armed for the protection of the mail. 

For example, at one time every railway postal clerk carried a re- 
volver. We do not think that is necessary anymore. We think that 
the supervisor in the railway post office should be armed and the man 
in charge of the registered mail should be armed, but the others, we 
think, should not be. 

Mr. Conte. I am quite concerned about this. It could happen any 
day. We are going to be caught short unless we can do something 
about it. 

Mr. Haun. We have been very much concerned with the problem. 
There are firearms available in the post offices. They are in strategic 
places where people who are trained to use them know where they 
are. They are readily available. 

We have had very few, as you know, armed robberies in the postal 
service. 
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For what it may be worth, we find that foreign postal administra- 
tions do not arm their people and have not for many, many years, 
We think we have adequate protection, Congressman. 


MONEY ORDER MACHINES 


Mr. Conte. Last year in the hearings you mentioned this new 
money order machinery in the post office at a cost of approximately 
$4,750,000 if we granted you the money for the new machines. Are 
those savings reflected anywhere in this budget ? 

Mr. Piummer. No, sir. The program has not been completed. We 
have designed and developed the system and specifications for the 
Eo money order printing machinery. We have gone out for 

ids and acquired 11 such machines for testing. We will yet this 
fiscal year go out with invitations to bid on the procurement of these 
machines with this year’s appropriation. That will be done before 
the end of the year. We expect the bidding to take place by May. 

Mr. Guterre. It is not contemplated the installation will be com- 
pleted before the end of 1961 if we can find a machine that is satis- 
factory for installation. So that is the reason it is not reflected in the 
1961 budget. 

Mr. Conts. Who is producing this machine? 

Mr. Gitietre. No one has been selected yet. As Mr. Plummer 
stated, the bids are not scheduled to be requested until later in the 
spring, and not opened until just before the end of the present fiscal 
year. 

Mr. Conte. I see. 

There is more than one company who can make the machine? 

Mr. Prummer. Yes. I think we have 11 such machines going under 
evaluation testing right now. 

Mr. Contr. How about the Burroughs machine? You mentioned 
that was going out for bid. Is there more than one company making 
that machine? 

Mr. Piummer. No, there are no companies making the machine 
other than Burroughs, but we have solicited bids from approximately 
12 companies that have expressed an interest in entering the program. 

Mr. Conte. Do Burroughs have the patent on the machine’ 

Mr. Piummer. No, sir. All of the patent rights and everything 
connected with that machinery are post-office property. 

Mr. Conte. I congratulate the post office on being alert to that. 

Mr. Prummer. Since they are doing it with our funds, and since 
everything they do is being done for us, we retain all the patent rights. 

Mr. Contre. How much did it cost the Post Office Department in 
research contributions to Burroughs to develop that machine? 


Mr. Prummer. I think that is all in the statement previously made 


a part of the record, of the total program. I can elaborate on its spe- 
cifically if you care to have me do so. 

Mr. Griretre. Off the record. 

(Discussion off the record.) 

Mr. Passman. You know the amount, do you not? 

Mr. Giutette. I donot know it offhand. 

Mr. Prummer. The total contract with amendments is $1,885,635. 

Mr. Conte. Do you have any figure there of how much Burroughs 
has contributed toward the development of that machine? 
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Mr. Prummer. No, I would have no way of knowing they had con- 
tributed anything. Undoubtedly they have had some expenses that 
did not find their way into the contract cost, but I would not have 
them. 

Mr. Conte. They would be negligible, though? 

Mr. Prummer. Generally speaking, { think that we could assume 
they would be. 

MAILSTERS 


Mr. Conte. Mr. Barnard, under facilities in the vehicle program, 
how many new mailsters do you intend to procure this next year? 

Mr. Barnarp. 2,400 additional. 

Mr. Conte. That would bring your total up to? 

Mr. Haun. We now have 5,713 mailsters and 2,400 will bring it up 
to 8,113, counting the 1960 fiscal year procurement. 

Mr. Barnarp. It would be 10,611 after 1961 procurement. 

Mr. Conte. Will that complete your program ? 

Mr. Barnarp. No. Mr. Barnes, the Assistant Postmaster General 
for Operations, answered the question of the committee last week as 
to the total number envisioned by the Bureau of Operations, and I 
believe he testified between 12,000 and 14,000. 

Mr. Conte. Will that complete your program ? 

Mr. Barnarp. It will complete the program as we see it today. 
It is based on the service requirements as they expand. 

Mr. Conte. I am not trying to be critical. st year I tried to pin 
you down. You were trying to bring your quota up to 6,959 by June 
20, 1960. I tried to pin you down last year to hold the line there and 
Icould not do it. 

Mr. Barnarp. Our approach to this thing is that a mailster should 
be installed on a given route when economic, and with the increase in 
the number of carrier routes this cannot be a stable figure at any one 
time. The analysis of these economies in operation is constantly going 
on with mailster units. With the advent of the two-cylinder mailster, 
new avenues will be opened to their potential use because this is a 
substantially better machine than the existing one-cylinder model. 
So the estimates Mr. Barnes gave the other day, as General McKibben 
has said, are predicated on our best knowledge of their practical eco- 
nomic use today. 

ADDITIONAL TRUCKS REQUESTED 


Me. Conte. Are you asking for any additional trucks under this 
item ¢ 

Mr. Barnarp. Yes. The vehicle program was rather thoroughly 
described last Friday. There is a substantial justification in the rec- 
ord on that program. 

Mr. Conte. I am sorry that I was not here at the time. I brought 
out last year in cross-examination that the Post Office Department 
testified that these mailsters would cut down upon the use of trucks 
and also make it easier to deliver the mail faster, but you came in 
for an increase in trucks last year and you are coming in for an in- 
crease in trucks this year. 

Mr. Barnarp. That is correct. Let me say that the amount re- 
quested for trucks this year is substantially less than last year. 
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Mr. Passman. I think we should indicate that you did transfer more 
funds to the purchase of trucks than the Congress specifically appro- 
priated. Would that not account for a lesser amount ? 

Mr. Barnarp. We did spend $3 million more in 1960 than the 
amount indicated in the final appropriation bill for that. specific pur- 
pose, but that is not the reason there is a reduction in this year’s 
amount of money requested. As I explained to the committee last 
week, the basic adjustment in the amount of money needed for ve- 
hicles is severalfold: first, the application of a vehicle utilization 
program which is making better use of each truck on the street, get- 
ting more full utilization from each truck on the street; secondly, 
the continuing effort of the Department to find a vehicle which is less 
costly and yet will do the job from the standpoint of mail delivery. 
We are very encouraged to think that both in the last procurement for 
1960, as well as the procurements for 1961, we will be able to get a 
small, light, 34-ton, four-cylinder vehicle for approximately $1,600 
as against the budgeted $2,200 for that size truck. So additional sav- 
ings will be made there. 

By far the largest amount of money needed for trucks in most of 
the years is for replacement of antiquated, old vehicles that have 
excess mileage and excess use. So the truck procurement program, 
per se, is not directly linked to the number of vehicles needed to carry 
the mails. I think that this committee would find that the number of 
vehicles used for the delivery of mail is going to decrease in propor- 
tion to the volume of mail by virtue of the utilization program, and 
the wider use of mailsters. 


MANPOWER REQUIRED AT TURNKEY PROJECT 


Mr. Contre. Can you, for the record, prepare some information 
with regard to the manpower requirement for the volume of mail at 
post office “turnkey,” as compared to an office of similar size in the 
United States? 

Mr. Barnarp, Mr. Conte, this question came up and Mr. Pillion 
was assured that data with regard to the existing situation in Provi- 
dence would be put into the record. It will not be possible, however, 
for us to make an accurate calculation of the employees to be used in 
the future operation of “turnkey” until the building can be occupied 
and operated. I believe the chairman, Mr. Gary, mentioned that 
point the other day also—that the appraisal of “turnkey” must be con- 
tinued to the point of operation so that the evaluation can be made 
clear, not only to the Department but to this committee. The exact 
number of employees and other operating details of “turnkey” must 
await, for accuracy, the actual operation of the building. 

Mr. Giuterre. If Mr. Pillion is willing, we could put Mr. Barnes’ 
statement in the record at this point. Mr. Barnes appeared prepared 
to answer the question, and in the rush of other business the question 
was not asked at that time. I just might complete the statement that 
I just made. Mr. Barnes is also the victim of the present indisposi- 
tion that is going around. 
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PROJECTS FUNDED IN 1961 BUDGET FOR POSTAL MODERNIZATION 


Mr. Conte. In relation to Congressman Passman’s question regard- 
ing the $80 million for postal modernization and the 1960 list of post 
offices, and the ones that you anticipate for 1961, I wonder if in that 
list you will list the contracts that you have let out, where the post 
offices have actually been started, naming the cities and towns. 

Mr. Barnarp. May I go off the record a moment? 

Mr. Conte. Certainly. 

(Discussion off the record.) 


CONTRIBUTION OF DEPARTMENT TO IMPROVEMENT OF FEDERAL BUILDINGS 


Mr. Contre. How much do you contribute to Federal buildings? 
What is the formula? 

Mr. Barnarp. The Post Office Department contribution to improve- 
ment of Federal buildings is related to the postal activity space. In 
other words, if we have 10,000 feet of space in a Federal building 
of which 5,000 feet is post office, and the post office needs an additional 
5,000 feet of work area, we would pay whatever the additional cost 
is for adding that 5,000 feet to the existing building. This would in-. 
clude the money necessary to buy the land on which that extension 
would be made. 

Mr. Conte. The land acquisition would be apportioned also? 

Mr. Barnarp. In the example I am giving you now the cost of land 
would fall directly on the Post Office Department. If GSA needed 
a 5,000-foot expansion on that same building, so that what we are doing 
is doubling the size of the building, we would split the cost of the land 
and GSA would pay the cost of developing the nonpostal space and 
we would pay the cost of developing the postal space. The same di- 
vision ataes on the heating plant, air conditioning, and so forth. 
But we budget the amounts necessary, whether inside or outside the 
building, that are for postal purposes. 

Mr. Conte. That is all, Mr, Chairman. Thank you. 


POSTAL MODERNIZATION APPROPRIATION 


Mr. Passman. Earlier in the hearings it was agreed that a list of 
projects funded under the $80 million appropriation for postal mod- 
ernization in 1960 would be placed in the record. We would like you 
to place in the record a similar list. for the projects proposed to be 
funded in 1961. It may be well to let the committee have that com- 
plete and in detail so that we will know where you obligated the funds, 
and intend to in 1961. That is a specific request, and I think it is for 
your own protection that we should have that. 

Off the record. 

(Discussion off the record.) 


GATEWAY PROJECT 


Mr. Passman. This Gateway installation is in what city ? 
Mr. PrumMer. Oakland, Calif. 
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Mr. Passman. Do you have the estimated cost of the completed 
project for the record ? 
r. PLumer. I do not think we do. 

Mr. Passman. I would not think you would enter into a project 
like that without having a good idea as to what it would cost. 

Mr. Prummer. In May of this year the Food Machinery Co. will 
submit information they are developing for us. This will be a com- 
plete economic justification for the equipment, and so on, and they will 
ultimately have some idea as to building size and construction cost. 
However, we do not at this time have those figures available because 
that is still in the elementary stages of engineering. 

Mr. Passman. In other words, it is still in the blueprint stage? 
You have not started construction ? 

Mr. Prummer. That is correct, sir. 

Mr. F asancan. What has been the actual expenditure on this project 
to date? 

Mr. Prummer. The initial preliminary stage of the project cost 
$96,300, which has been expended ; and they have expended some effort 
in the meantime for which I do not have the accounting at the moment. 

Mr. Passman. Would you enter into a project of this type without 
having some idea of the ultimate completion cost? 

Mr. Prummer. We never get the ultimate cost until we get the basic 
engineering done. You do your preliminary engineering work first 
and then establish your cost requirements. 

Mr. Passman. It may be that you will discontinue this project if, 
when you finally complete the preliminaries, you find the estimates 
are too high ? 

Mr. Pirummer. That isa possibility. 

Mr. Prti0on. Will the gentleman yield ? 

Mr. Passman. Yes. 

Mr. Pitxt10Nn. I do not see how an estimate of the cost of the final 

roject can even be guessed at since we are unable to find out what 
it will be. All we know is that it will be entirely different from the 
other. This isa very preliminary and vague situation so far as I can 
see, so that there is no idea what will be recommended. Is that correct? 

Mr. Prummer. All we have done in this initial stage is arrange for 
the basic engineering and research to be done. 

Mr. Pin1i0Nn. Basic engineering and research? You are just study- 
ing the problem at the moment, are you not? 

Mr. PiumMer. Yes. 

Mr. Pitut0on. You do not engineer until you have your designs for 
your machines pretty well in someone’s mind? 

Mr. Piummer. Engineering is the effort that produces the design 
of the machinery, and that is the phase we are working on now. In- 
sofar as the construction of the building and the production of the 
machinery now being engineered and developed, that decision will 
come when the total requirement is known; then a contract for the 
building and the machinery in it will be handled by Assistant Post- 
master General Barnard on a competitive basis. 

Mr. PassmaNn. Have you acquired the site? 

Mr. Barnarp. Yes. We condemned a site in Oakland. 

Mr. Passman. Have you awarded the contract for the construction 
of the building? 
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Mr. Prummer. No, sir. The building is not yet designed. After it 
is designed, Assistant Postmaster General Barnard will go out for 
competitive bids. 

Mr. Passman. What was the cost of acquiring the site by condem- 
nation proceedings ? 

Mr. Barnarp. We entered condemnation proceedings subject to ap- 
praisal of the property. I can give a figure later on on the appraisal 
of the site. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. You may furnish that information for the record. 

(The information requested will be supplied the Committee.) 


POSTAL MODERNIZATION STAFFING 


Mr. Passman. There remains one other item. That is staffing of 
the postal modernization program. 

Mr. Gutterre. The Executive Assistant to the Deputy Postmaster 
General, Mr. Sponsler, who is here, will answer that, since it cuts 
across many bureaus. 

Mr. Passman. Very well. 

Mr. Sronster. I am talking about the last item on the chart which 
has been introduced in the record, page 50.2. 

The request is for $2,028,000. That covers salaries, travel, moving 
expenses, insurance, and retirement fund payments for the 216 em- 

loyees we need to carry on the postal modernization program dur- 
ing 1961 at the rate for which we have requested funds. 

The committee may recall we asked for and received funds to em- 
ploy 199 additional personnel for fiscal year 1960. That number was 
an estimate which experience has shown to be too low by the 17 addi- 
tional positions we now request. 

May I say the difference between the $1,319,000 in the 1960 estimate 
and the $2,028,000 estimate for 1961 would seem to be more than that 
covered by 17 additional jobs. The reason, of course, is that our staff- 
ing has proceeded during this year only at the rate at which the pro- 
gram has been maturing. By the end of the year we will staff to the 
number we estimated we needed. 

Mr. PassMan. Would it not be better to have all employees under 
the administration account? 

Mr. Sponsuer. We think if we segregate the employees in this postal 
modernization fund it will be better in that we can relate the addi- 
tional number needed to the additional money we are requesting. We 
have been talking about a $500 million program for which we are 
receiving annual installments, and it is anticipated that as the work 
tapers off the personnel should taper off. 

Mr. Passman. Where are you getting your employees to staff this 
particular phase of the program ? 

Mr. Sronster. They come from the same sources as regular em- 
ployees. 

Mr. Passman. Will you transfer them back when this program is 
completed? Do you employ them on a temporary basis? 

Mr. Sponster. It isnot temporary. 

Mr. PassmAn. Do they come in under civil service? 
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Mr. Sponster. Yes. 

Mr. Passman. They would have to be retained on the payroll ? 

Mr. Sponster. Not if there is no work for them to do and no money 
to pay them. 

fr. Passman. Civil service employees are usually transferred over 

to something else rather than separated from their jobs, are they not? 

Mr. Sronster. Not if the work is completed and the jobs are 
abolished. 

Mr. Passman. You do not abolish many jobs, do you? 

Mr. Sronster. Not with the increase in volume of postal work. 

Mr. Passman. But that would be the justification for having them 
in a separate account ? 

Mr. Sponster. Yes. 

LANGUAGE CHANGES 


Mr. Passman. I wonder if you would place in the record a brief 
explanation of changes in the appropriation language and such por- 
tions of the justifications as may be appropriate. That applies to 
any of the language changes. 

Mr. Gittetre. Yes, Mr. Chairman. We will do that. 

(The information requested follows :) 


LANGUAGE CHANGES 


There are three proposed changes in language: 

(1) Under “Payment for public services” we have included language to iden- 
tify specifically the components of the amount appropriated for public services. 
Last year the items covered by the appropriation were specified in committee 
reports. The statutory language proposed should eliminate the possibility of 
misunderstanding in this area in hearings on postal rates both before congres- 
sional committees and the ICC. 

(2) In the budget submission for 1960 we submitted a proposal to amend the 
“Administration, Regional operation, and Research” appropriation to provide 
language that would permit the use of research money for the payment of cur- 
ernt increases in prior year contracts. This proposal was approved and is now 
a part of our appropriation act. As the same type of problems are being encoun- 
tered in the administration of the research funds in the “Postal modernization” 
appropriation, we sre requesting the inclusion of the same language in that 
appropriation. The specific wording added is “including current increases in 
prior year contracts therefor.” The language was not requested last year as 
that was the first year of the appropriation and there were, therefore, no prior 
year contracts thereunder. 

(3) Under ‘Postal modernization” we are again requesting that the appro- 
priation language provide that funds appropriated thereto will remain available 
until expended. This request was denied by the House Appropriations Com- 
mittee last year. While we have not as yet completed our first year under this 
appropriation, we have had 6 months experience and feel more strongly than 
ever that no-year funds in this area would be highly desirable. The nature of 
our research and engineering work is such that we cannot be sure that plans 
and specifications for inviting firm bids will always be ready exactly when 
planned. With annual appropriations, program slippage means lapsing of funds 
with consequent further delays until additional funds can be sought and ob- 
tained in succeeding years. 


Mr. Passman. Are there any further questions? 

Mr. Pitxi0on. No questions. 

Mr. Contr. No questions. 

Mr. Passman. Thank you very much, gentlemen. That concludes 
this phase of the hearings. 
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Mr. Pitxion. Mr. Chairman, I would like to say we are all grateful 
for the patience of these gentlemen and wish them well in the next 
fiscal year. 

Mr. Passman. We certainly do. I have always been very compli- 
mentary of General Summerfield and his great staff, and I am 100 
percent on their side in the matter of increase in postage rates for this 
year, but I think you are optimists; I do not think you will get the 
increase, and I do not think you expect it either. 

Mr. McKippin. May I express to this committee our appreciation 
for your interest and the counsel you have given us at this meeting. 

Mr. Passman. Thank you very much. It is always a pleasure to 
work with you. The committee stands adjourned. 


MECHANIZATION PROGRAM 


(The following information about objectives and benefits of the 
mechanization program was subsequently furnished to the commit- 
tee :) 

We would like to present for the record a brief statement of the benefits that 
we have derived from the mechanization program of the Post Office Department. 
We would like to emphasize at the outset that mechanization of postal operations 
is no longer a dream. Based on analyses of the mechanization already com- 
pleted and on anticipated developments of other equipment, it has been esti- 
mated that a long-range annual savings of millions of dollars could be ulti- 
mately attained in this area through the expenditure for capital improvement. 

Some of the advantages accruing from use of a mechanized system in post 
offices are as follows: 

1. Increase overall efficiency and reduce cost of operation. 

2. Mail-Flo will eliminate manpower required to transport mail between vari- 
ous work areas of a post office. 

3. Sorting machines will eliminate manpower requirements for secondary 
handling of mail. 

4. Provide information to unit and division supervisors to maintain closer con- 
trol of manpower and flow of mail. 

Mechanization has boosted our production in many operations that heretofore 
was unattainable. A few examples of improved production are: At Washing- 
ton, D.C., the incoming mail primary was producing at the rate of approximately 
1,000 piece handlings per man-hour before mechanization. The current rate 
for this operation is now 1,102 per man-hour—a gain of 10.2 percent. The in- 
coming letter secondary production rate was 1,080 piece handlings per man- 
hour prior to mechanization. The current rate shows an increase of 15 percent. 
The incoming letter secondary operation at Los Angeles Terminal Annex shows 
an increase of 9.6 percent over production rates attained prior to mechaniza- 
tion. The overall productivity rate at Detroit increased 4.2 percent after instal- 
lation of the Mail-Flo system. 

One new 12-position letter sorter produced by the Burroughs Corp., is being 
tested under actual operating conditions in the Detroit Post Office. Engineer- 
ing studies based upon this pilot experience now promise a payout of the in- 
vestment in this type of machine in 2 to 3 years. 

The following studies indicate the economic potentialities which accompany 
a greater capacity to handle more expeditiously a growing mail volume through 
mechanization. As these economic advantages become available they are re 
flected in the budget estimates. 
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Post OrFricE DEPARTMENT 


Results of illustrative cost studies made to date on mechanization equipment 





Annual cost reduction 
Investment| Indicated 


in machines Basis for conclusions 








Before de- | After de- 
preeiation | preciation 





Mail-Flo system, Detroit, Mich...| $224, 159 $173, 696 $504, 625 .3 | Cost analysis study, 
Mail-Flo system, Ogden, Utah. _-- 93, 123 77, 711 154, 115 8 Do. 
Mail-Flo system, West Side Ter- 17, 484 10, 594 68, 900 5 Do. 

minal, N.Y. 
a system, Silver Spring, 20, 087 8, 247 118, 400 ‘ Do. 


Greller parcel post system, Balti- 59, 357 20, 502 388, 552 Y Do. 
more, ° » 
Mark Il, Facer canceler, Washing- 22, 583 15, 043 40, 500 . Do. 


ton, D.C. 
All mechanization at Washington, 754, 583 370,658 | 3, 769, 247 5 Special study and 
D.C. cost estimate. 
Mailster installation at Spring- 5, 941 3, 341 13, 000 : Cost analysis study. 
field, Mo. (13 Mailsters).! 




















1 Included as a representative installation. Substantially similar results are being obtained from the 
total 5,064 Mailsters installed as of June 30, 1959. 


STATEMENT CONCERNING FINANCIAL EFFECT OF MaAtt-FLo AT THE DETROIT 
Post OFFICE 


The mechanization at the Detroit Post Office consists of a Mail-Flo installa- 
tion affecting the operations of the outgoing and incoming letter sections of the 
Roosevelt Park Annex. Since this mechanization, the initiation of the metro 
plan, the consolidation of the transportation terminal with the post office, and 
other operating changes within the post office make it extremely difficult to 
develop comparable figures for the mechanized segment of the postal operation. 
It would not be possible, within the short time available, to develop a current 
detailed comparative study of the result of mechanization alone. 

Although the effect of mechanization cannot be readily isolated, a comparison 
of supervisor-clerk hours used for the entire Detroit Post Office during fiscal 
years 1957 and 1959 indicates the trend of increased efficiency. It should be 
noted that while the workload decreased 10.3 percent due to the operation of 
the metro plan and other factors, the manpower required to process this workload 
has decreased 12.4 percent. This amounts to an estimated saving of 150,760 
man-hours, equivalent to approximately $425,000. While this reduction in cost 
cannot be ascribed wholly to mechanization, there is every indication that the 
Mail-Flo system is accounting for a major share of the total. 

The following table presents a comparison of supervisor-clerk productivity 
for the entire Detroit Post Office for the fiscal years 1957 and 1959. 


Detroit, Mich., post office—Increase in productivity (including all stations and 
branches), 1957 versus 1959 





Fiscal years Increase (or decrease) 





1957 1959 Number Percent 





Work units (thousands) (workload)! 2,050,419 | 1,838, 926 (211, 493) (10. 3) 
Supervisor-clerk work hours 7, 433,450 | 6,512,015 (921, 435) (12. 4) 
Work units per supervisor-clerk work hour 276 282 6 2.2 

















1 Work units represent the total pieces of mail worked by the post office weighted by factors representing 
the approximate relative distribution work involved for the various types of mail. Thus this system pro- 
vides a measurement of workload more comparable to man-hours utilized than a simple count of pieces. 
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Equivalent supervisor-clerk man-hours required to process 1959 work 
units (1,838,926,000) at 1957 rate (276 work units per man-hour)-_. 6, 662, 775 
Actual 1959 supervisor-clerk work hours used 6, 512, 015 





Indicated supervisor-clerk man-hour reduction due to increased 
productivity 150, 760 





Man-hour savings converted to dollars at average cost per supervisor- 
clerk work hour (150,760 x $2.82) $425, 143 
Deduct mail-flo added expense: 
Estimated annual maintenance cost 20, 925 
Estimated annual electric power cost 12, 320 











Total__- 33, 245 
Estimated cost reduction before depreciation 391, 898 
Depreciation ($504,625 mail-flo investment at 10 percent per annum) _ 50, 463 








Estimated annual cost reduction after depreciation 341, 435 


There follows the detailed report on the before and after comparison of this 
installation, the study dated October 8, 1958, to which Mr. Sessions referred in 
his letter included on page 355 of the hearings last year before this committee on 
the 1960 appropriation request. The conclusions arrived at through this study 
indicating a payout of 2%4 years proved that the mechanization program then 
being initiated by the Department would result in increased efficiency and reduced 
unit handling costs. While the operating conditions of the post office as a whole 
have since changed materially, we believe that this report presents a fair and 
conservative estimate of the cost reductions resulting from mechanization of this 
segment of the total operation in the Detroit post office. 





Post OFFICE DEPARTMENT, 
BUREAU OF FINANCE, 
DIVISION oF Cost ANALYSIS, 
October 8, 1958. 
Subject: Mail-flo system, Detroit, Mich., project No. 689-1, final report, com- 
parison with former manual operation. 


I. PURPOSE 


This final report is an analysis of data compiled on comparative productivity 
of affected operations in the outgoing and incoming letter sections, Roosevelt 
Park Annex, Detroit, Mich., post office, before and after installation of the 
mail-flo system. 

II. CONCLUSION 


Based on review of data from WPS records submitted by the Chicago region, 
and on-the-site review of the installation as operated, the estimated annual cost 
reduction due to maiflo installation is $173,700, allowing for 10-year amortiza- 
tion, as outlined in this report. 

Based on continuation of these cost reductions, the payout period for this 
installation (assuming no salvage value) is approximately 2144 years. 

This does not include possible additional reductions obtainable through use of 
- automatic weighing and recording devices now being tested (see paragraph 

a. 


III, SCOPE 


Performance for the former manual operation was determined during the 
period August 25 to September 14, 1956, designated for securing this informa- 
tion. On installation of mail-flo in the outgoing section, an interim comparison 
‘was developed and reported as of May 27, 1957. 

After-installation performance has been determined from WPS records for 
four accounting periods from January 11 to May 2, 1958, periods 8, 9, 10, and 11 
(periods 10 and 11 only for the incoming section), postal fiscal year 1958. 

Base period rate of production was applied to 1958 volume for each operation 
and man-hours compared with those used in 1958 to determine gain or loss in 
man-hours. 


50436—60——-27 
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IV. EVALUATION OF RELATED OPERATIONS (SCHEDULE A ATTACHED) 


A. Outgoing letter primary production rate decreased from the “before” 
period. Increase in distribution hours is due to time of assemblers and tray 
dispatchers being charged to primary, whereas in the “before” period, sweeping 
and tie-out time on primary was charged to secondary distribution operation. 
Service hours on this operation increased in accounting period No. 11 because 
of experiments with weighing and recording devices. Adjustment was made 
for this abnormal operation to coincide with aceounting period Nos. 8, 9, and 
10. Increase in man-hour use, four accounting periods, as adjusted, amounted 
to 6,890 hours. 

B. Outgoing secondary operation indicates substantial man-hour reductions 
in each of the secondaries. Formerly, primary sweping hours were charged to 
the secondary distribution operation. Former manual transport time to second- 
aries is eliminated by the mechanical system. Service hours on this operation 
increased in the 11th accounting neriod due to training dispatchers. Adjust- 
ment was made to compensate for this additional training time. 

Decrease in man-hour use, four accounting periods, as. adjusted, amounted to 
25,330 hours. 

C. Incoming letter primary production rate decreased from the “before” period. 
Increase in distribution hours was due to time of assemblers and tray dis- 
patchers being charged to primary, whereas in the before period, sweeping and 
tie-out time on primary was charged to the secondary distribution oneration. 
Experiments with the call system also had some effect on production rate. 
During the critical morning rush period, it is necessary to supplement the 
primary take-away of the mechanical system with a partial mantial sweep, al- 
though it has not been deemed practical to expand the mechanical take-away 
system to entirely accommodate this brief peak period. 

Principal causes of increased service hours on incoming primary were as 
follows: 

1. Verification time for circulars made tp by mailers for stations is charged 
as incoming letter primary service hours. (More careful verification increases 
the volume bypassing the incoming primary.) 

2. Overhead conveyors to incoming primary were not operating properly un- 
til the 10th accounting period when service hours decreased (10th and 11th 
periods were used for the incoming section “after” period in this analysis). 

3. Verification time for all mail addressed to the Internal Revenue Service 
during week of Anril 12 was charged as incoming letter primary service hours 
(adjustment made). 

Increase in man-hour use, two accounting periods, as adjusted, amounted 
to 13,047 hours. 

D. Incoming letter secondary production rate increased by anproximatelv 25 
percent except for accounting period No. 11 when the rate decreased slightly the 
25 percent with decreased volume. With incoming primary intercase sweeping 
eliminated (except for early morning rush period, par. C above) fime for the 
new trav assembly function is charged to the incoming primary distribution oper- 
ation. Former manual transport time to secondaries is eliminated by the mechan- 
ical system. 

TDecreose in man-hour use, two accounting periods, as adjusted, amounted to 
19,085 hours. 


Vv. NONRELATED OPERATIONS (SCHEDULE A) 


A. Facing and canceling operation has shown two significant drops in pro- 
duction rate since the base period. The first was late in calendar year 1957 
when WPS operation § 13a—Merchandise Table, was discontinued and com- 
bined with onerstion No. 1: the second in March 1958 when bridges were installed 
on facing tables, and airmail withheld at the facing operation. Increased man- 
hours on this operation are not related to the mail-flo installation in this analysis 
inasmuch as the facing-canceling operation precedes the Mail-flo sequence. 

B. Processing metered mail takes place prior to the Mail-flo; therefore, man- 
hours are omitted from this analysis. 

C. Outgoing letter primary (includes facing and canceling) is a combination 
operation during very light periods. This operation is omitted as being not 
related to the mechanized system. 
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VI. MAINTENANCE COST 


Authorized maintenance force was increased by the following: (a): One fore 
man of maintenance, Mail-flo, level 8; (6) four Mail-flo mechanics, level 6. ‘The 
time of these mechanics is not used exclusively for Mail-flo for they service ham- 
per dumpers and other mechanical equipment. 

At an estimated 75 percent available time requirement of this crew for Mail-flo 
maintenance, the personnel cost therefor is computed at current salary rates as 
$20,925 annually. 


VII. POWER USE 


Power used by the Mail-flo system cannot be separately identified. The fol- 
lowing computations are for Roosevelt Park Annex and garage: 
Kilowatt-hours used, fiscal year 1958__..-__.._____________-__ 4, 023, 520 
Less kilowatt-hours used, fiscal year 1956___--______ 3, 264, 860 








Increase (outgoing full year—incoming one-half year), kilowatt-hours. .758, 660 
Plus: Estimate for one-half year incoming (one-third of above) _._____ 252, 887 


ape 1, 011, 547 
en ee X1. 218 


Estimated cost of increased power usage___-------_-------------____ *$12, 320 
1 Annually. 


Estimated total kilowatt-hours to operate Mail-flo (1 year) 
Average cost per kilowatt-hour, fiscal year 1958 (cents) 


No other major electrical installations have been put into use between the 
before and after periods. 


VIII. SPACE UTILIZATION 


There has been no change in year-round space utilization as the outgoing and 
incoming letter sections occupied the total workroom area on the second floor 
both before and after Mail-filo installation. However, additional space rented for 
all Christmas mail handling decreased from 240,284 square feet in 1956 to 227,784 
square feet in 1957, while overall letter volume was about the same for both 
Christmas seasons. Although it would be difficult to determine the proportionate 
reductions in space requirements for letter-hindling operations, it is probable 
that Mail-flo was a contributing factor in reduction of the overall space needs 
by 12,000 square feet. 


IX. EQUIPMENT INVENTORY 











1956 1958 
“before’’ | ‘‘after’’ 

OS aks an ee are Ee RINE SS MeN Ss ae Ae ae OS Re Gen ee SO eee 189 44 
aes Jeibavnncenpepeaounncn eecscn gueciea eh tas cptetaghed 800 7,000 
OS EERE IINS 0658 OS I Be Ear Ore ee CD aad 128 88 
OE Ea CST EE Se CRE 5 RS EE EE 132 82 
Distribution cases: 

ey ee ee noe i 233 281 

Incoming secondary 255 246 

Outg»ing primary -_. 208 217 

Outgoing secondary - 193 213 














Excess serviceable equipment was declared surplus though not used else- 
Where as yet. Much of the former equipment was nonstandard, obsolete, or 
not serviceable. 

Although new distribution cases were installed, this equipment has not 
been considered an integral Mail-flo system cost in this analysis. Allowing 
for 20-year amortization, the additional case equipment cost would be approxi- 
mately $2,500 annually. 

Cost of 5,000 of the 7,000 hand trays has been included in cost of machinery 
and installations (par. XIII) as being necessitated by the mechanical system. 


X. WEIGHING AND RECORDING DEVICES 


Experiments are being conducted in the outgoing section with weighing 
and recording devices. These devices, when accepted, will eliminate the time 
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of dividers to measure and record primary and secondary mail volume in the 
outgoing section. The. regional cost ,officer has been requested to furnish 
cost analyses on the effect of weighing devices when they are accepted for use 
for official volume records. 

XI. CHRISTMAS VOLUME 


Volume in December 1957 was 4.39 percent less in incoming letters and 4.51 
percent more in outgoing letters than in December 1956 so that overall letter 
volume was relatively unchanged. At the same time, overtime hours de- 
creased 20,181 (24.05 percent) and Christmas assistant hours decreased 106,960 
(31.37 percent) during the 1957 holiday season. Although this reflects other 
influences such as training and better supervision, an important factor in the 
reduction was Mail-flo. 

XII. EQUIPMENT UTILIZATION 


Mail-flo system utilization (the ratio of total distribution hours to available 
case hours) based on a 16-week average in the outgoing section and 8-week 
average in the incoming section indicates the following : 


Outgoing: Percent 
I SE it at et eh thee AL eer aa Sethe wmennibaie ed abhbe 16.4 
SN oS a i ag 2 Sei cre cb oaientbele alae ememenans 20. 2 

Incoming : 

DREN i ek ee inna eer Damen 39.7 
ENE ge eee rebuke ein a eee conean eee 33.9 


The use of the system is limited by two elements, availability of mail and 
corresponding requirements to werk up and dispatch on schedule. 


XIII. SUMMARY OF ESTIMATED COST REDUCTION 


Manpower, annual decrease (schedule A) : Hours 
I OE acetic dm ens ea area oieneg least 59, 623 
IO i a cas Sau oes Sian Boao 31, 655 

NN inca ak as wiapicninacanscabominie neae 191, 278 





1 At $2.82 (clerks and mailhandlers national average hourly rate—includes all elements 
of cost to the Government, including the cost of paid leave and fringe benefits), $257,404. 




















Less : 
Maintenance personnel, per annum........................i i. $20, 925 
Estimated cost of increased power usage__-_-__ = oe 
UN gat a at a chaired ol conic caine inne nab meee ak ae tanes Se hai 33, 245 
Estimated annual decrease (except depreciation) — 224, 159 
Depreciation, at 10 years__ 50, 463 
Estimated annual decrease including depreciation_ 173, 696 
Payout period : 
Cost of machinery and installation_____._______ _. 504, 625 
Annual decrease in costs (except depreciation) _.__._._._.._.________ 224, 159 


Payout period, 21%4 years. 
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MAIL-FLo 


The following report, dated September 30, 1959, was prepared. by the Division 
of Cost Analysis, Bureau of Finance, on the basis of cost and operating data 
furnished by the Denver regional operations director. , 

This is a cost analysis of the overall operating costs before and after the 
installation of Mail-Flo and conveyor belts for the receipt and dispatch of mail 
in the Ogden Terminal, Ogden, Utah. . 

The study discloses that the cash savings that will be realized will pay for the 
Mail-Flo system in 1.7 years. This is based on an annual savings before deprecia- 
tion of $93,123 and an investment of $154,115. ‘After depreciation, using a 10-year 
service life estimated by the Office of Research and Engineering, annual cost 
savings are estimated at $77,711. 


Post OFFICE DEPARTMENT, 
BUREAU OF FINANCE, 
Division or Cost ANALYSIS, 
September 30, 1959. 


Subject: Project No. 5689-9, cost analysis report, Mail-Flo system, Ogden Ter- 
minal, Ogden, Utah. 


I. INTRODUCTION 


This study reports and analyzes the cost changes resulting from installation 
of the Mail-Flo system in the California circular section and conveyor belts for 
the receipt and dispatch of all mail in the Ogden Terminal, Ogden, Utah. 


Il. CONCLUSION 


This cost-analysis study is based on the costs developed for one 4-week period 
before and one -t-week period after the installation. The cost changes between 
these two periods have been extended to an annual basis. The computation of 
the savings and of the payout period of 1.7 years is determined as follows: 

Cost reduction: 





Hours Average Annual 
hourly rate amounts 





Clerks and mail handlers: 














California circular section..........-....-.-.-.-.----.-...-- 35, 586 
OU WOCHONE: £656 sob sce stewed ic shee tceui ed 3, 242 
Total_..-.- ‘ A 38, 828 $2. 66 $103, 283 

















The average hourly rate is based on Denver regional payroll data, including 
cost of paid leave and other fringe benefits (less than national average because 
of unusual amount of substitute and temporary employment). 


Cost increases : 


























Maintenance personnel —___- a $4, 960 
Power usage 200 
NS EE ee many er - 5,000 
WERIOORMON Ss osc cdncnctcmcnscdnutsecencnamnndsnedeunonaneeoad 15, 412 
Total cost increase saci cel isa cb achat Ec Bink ta thas 25, 572 

Net savings after depreciation______________-__--_-_ 77, 711 
Depreciation, $154,115+-10 years (estimated useful life) ________-_______ 15, 412 
Net cash savings before depreciation____- aa _ 93, 123 


Capital investment, $154,115. 


Payout period (capital investment--net cash savings), 1.7 years. 
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II. COMPARATIVE COST PERIODS 


Performance for the manual operation, in the “before” period, was determined 
from a record of pieces of mail distributed or handled, and man-hours used, 
during accounting period No. 10, March 8 through April 4, 1958. Accounting 
period No. 10 data was compiled within the work unit system of measuring and 
recording mail volume data. While this system did not formally commence at 
terminals until the beginning of PFY 1959, it had been installed at Ogden ter- 
minal on a trial basis starting with accounting period No. 9, PFY 1958. Infor- 
mation obtained from the new method of recording mail volume during accounting 
period No. 9 was used as a guide to assure that accounting period No. 10 data 
were accurate and consistent. The “after” installation performance was deter- 
mined during accounting period No. 10, March 7 through April 3, 1959. 

The same type of records were maintained in both the “before” and “after” 
periods for this analysis. 

Estimated man-hour reductions have been extended to an annual basis on the 
ratio of after-period volume to annual volume (see schedule A). 


IV. IMPROVEMENT OF OPERATION 


The “California circulars” distribution comprises the major distribution in the 
Ogden Terminal. The man-hours used in this operation represent about 77 
percent of the total man-hours used at this installation. 

A precise isolation of the California circular operation from other functions 
is difficult. This operation was ideally suited for Mail-Flo since this nonprefer- 
ential mail permits an even flow rather than the fluctuations incurred in the 
handling of the preferential mails. This even flow of mail has permitted an 
increase in the use of annual rate employees and a decrease in hourly rate 
employees in the Ogden terminal. 

Mechanization and the enlargement of the facility has permitted the discon- 
tinuance of distribution on tour 1, with a resultant decrease in supervisory and 
night differential costs. 

Mechanization has also permitted a more equitable allocation of labor so that 
mail handlers are now performing functions formerly accomplished by clerks, 
such as tying out packages. 

During the peak period at Christmas, the California letter mails reaching the 
Ogden gateway unworked can be offloaded and distributed over the Mail-Flo 
system. 

The remaining operations have been improved due to the installation of con- 
veyor belts concurrent with Mail-Flo. These now conveyors have resulted in 
substantial reductions in man-hour use in that they have eliminated much sack 
handling, shortened the manual transport per sack, and simplified both the loading 
and unloading of sacks. 

The productive effect of the installation between the “before” and “after” 
period shows that a 15.4-percent increase in California circulars volume required 
only a 6.3-percent increase in man-hours. The pieces per man-hour increased 
from 454 in the “before” period to 492 in the “after” period. 

The work performance standards system of reporting was commenced at this 
installation beginning with accounting period No. 11, PFY 1959 (April 4, 1959). 

Review of current WPS data indicates man-hour reductions are being sustained 
and the Denver region advises that man-hour allowances are being reverted by 
the Ogden terminal. 


Vv. MAINTENANCE COST 


The authorized force was increased by one new position with the installation 
of Mail-Flo equipment and one mechanic, level 3, was raised to level 4. 





| 
Number Position Grade Annual 
salary 





Foreman of maintenance, mail-fio. | Pe $4, 575 
Mechanic, mail-flo (grade raise) 385 


Total, including fringe benefits 4, 960 
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VI. POWER USAGE 


The increase in the actual electric usage of the “after” period over the “before” 
period was approximately $15 a period and for the purpose of this study is com- 
puted at $200 annually. 

VII. RENT 


The additional rental cost of $384 per accounting period or $5,000 annually 
for the additional space acquired is charged to the Mail-Flo system in this 
analysis. 

VIII. EQUIPMENT UTILIZATION 


At Ogden, the initial installation of the mail-flo equipment was made in a 
workroom of the terminal as planned. Upon completion of the installation and 
after a short period of operation, it became apparent that full utilization poten- 
tial could not be achieved in the limited workroom area. To overcome this dis- 
advantage required the acquisition of additional space and the dismantling and 
moving of the Mail-Flo equipment to a larger workroom area in the terminal. 

‘The Mail-Flo installation cost of $112,615 includes the original installation 
cost of $33,135 at Ogden and also the cost of relocation. The conveyor equipment 
cost $41,500, making the total $154,115. 

The equipment installed at Ogden included some components purchased for 
$2,500 in 1954 and 1955 for experimental use. Since this equipment had served 
its original purpose and was salvaged from storage for this installation, the 
$2,500 cost of these components is not considered in this report. However, even 
if this cost were included, no material change would be reflected in the payout 
period. 

IX. INSTALLATION COSTS 
Mail-Flo equipment: 
Material and installation cost 
Plastic trays (500) 
Sorting cases__ 








Total Mail-Flo equipment 112, 615 





Receipt and dispatch conveyor equipment: Conveyor belts and instal- 
lation bs e~ -. 41,500 








Total cost of installation_ -... 154,115 


ScuepuLte A.—Mail-Flo and conveyor system, Ogden Terminal—Comparison of 
performance before and after installation 





| 
Accounting period 
No. 10 1959 Annual 
test projection 
Description period, over or 
Fiscal year | Fiscal year percent of under * 
58, 959, pe’ annual 1958 
Mar. 8 to | Mar. 7 to volume hours 
Apr. 4 Apr. 3 











MAIL-FLO 


Operation: California circulars 
distribution: 
Pieces of mail] (000) _~.-.-- 
ME Rn as one acon wenses 
Pieces per hour 


CONVEYOR SYSTEM 


Operation: Parcel post distri- 
bution: 
Pieces of mail (000) - —- 
TNO: che adnUncaswie-scu 
Pieces per hour 





Total cost reduction in 
i ee eA is 
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Mat1-F1Lo 


The following report dated December 21, 1959, was prepared by the Division of 
Cost Analysis, Bureau of Finance, on the basis of cost and operating data fur- 
nished by the New York regional operations director. 

This is a cost analysis of the overall operating costs before and after the in- 
stallation of mail-flo and increases in size of distribution cases in the West Side 
Terminal, New York, N.Y. 

The study discloses that the net overall cash savings that will be realized from 
these changes will pay for the mail-flo system in 3.9 years. This is based on an 
annual savings before depreciation of $17,484; the investment of $68,900 was 
lower than normal, since it represented primarily modification of old conveyor 
equipment already on hand. After depreciation, using a 10-year service life 
estimated by the Office of Research and Engineering, annual cost savings are 
estimated at $10,594. 


Post OrricE DEPARTMENT, 
BUREAU OF FINANCE, 
DIVISION OF Cost ANALYSIS, 
December 21, 1959. 
Subject : Project No. 5689-10, 
Terminal, New York, N.Y.” 


I. INTRODUCTION 


This study reports and analyzes the cost changes in the New York West Side 
Terminal resulting from a limited installation of mail-flo on which New Jersey 
circulars are processed and a concurrent increase in size of distribution cases in 
which these circulars are distributed. 

Under date of October 30, 1959, the New York regional controller submitted a 
cost analysis of data developed by the installation covering a 4-week period before 
and a 4-week period after installation. In order to validate the data submitted, 
it was necessary to secure additional information and make further research 
which postponed report completion. 


II, CONCLUSION 


The results of the studies show net savings on an annual basis after depreciation 
of $10,594 and before depreciation of $17,484, which will pay out the capital 
investment in 3.9 years. 

The computation of the estimated cost changes are as follows: 


Summary of estimated cost changes 





Hours Average Annual 
hourly rate ! amounts 





Cost reduction: 
Clerks and mail handlers er Jersey circular sec mnie 
(par. VIII) (see schedule A) - - - 7, 33 $2. ‘$18.4 418 


Cost increases (par. X): 
Light, heat, and power 
Depreciation -___-- 





Total cost increases_---....--.--.-- 








Net savings after depreciation Re Eo d 10, 594 
Depreciation, 10 years’ estimated useful life___-_- ae SESS a ae 6, 890 





Net cash savings before depreciation 17, 484 














1 Local average rate plus cost to Government of social security and insurance program contributions. 


Return of investment 
Annual amounts 
Capital investment (par. IX) 
Payout period (capital investment divided by net cash savings before 
depreciation ) es 


1 Years. 
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Ill. BACKGROUND 


The decision to install Mail-Flo at West Side Terminal was prompted by two 
factors: Success of the Detroit Mail-Flo installation, and availability of 10 con- 
yeyor units in surplus storage at the New York postal concentration center. 
These units were purchased in 1955 for experimental purposes and had been 
so used prior to being placed in storage. Four of these conveyor units, each about 
50 feet long, were modified to accommodate trays containing flats up to 10 
inches high and essential feed, takeaway, and control equipment was acquired. 
Installation was started January 6, 1958, and operation began initially on April 
17, 1958. Difficulties encountered required adjustments as late as November 
1958 and the installation was not considered satisfactorily completed for final 
payment to the contractor until May 1959. 

New Jersey and mixed States circulars had been distributed manually on 
the third floor near the Ninth Avenue end of Morgan Station Building. Mail-Flo 
was installed on the third floor near the middle on the 29th Street side of the 
building. New Jersey circulars (now operation 4c) are being processed over the 
Mail-Flo system and mixed States circulars (now operation 3c) are still processed 
manually in an adjacent area. 

Both methods of distribution occupy approximately the same amount of work 
floor area, 4,200 square feet. 

IV. OPERATIONS 


Mail-Flo services two rows having twenty-eight 56-hole flat cases and two rows 
having twenty-eight 77-hole cases used for letter-size circulars. The system is in 
operation an average of 12 hours a day. The cases are partially manned on 
tours 1 and 2 and almost fully manned on tour 3. The number of personnel 
on each tour is basically the same each day. When an excessive backlog develops, 
additional personnel are shifted from other operations. Working nonpreferential 
mails (circulars) on the system permits an even flow in contrast to the fluctua- 
tions incurred in handling preferential mail. Mail-Flo also permits a division 
of labor whereby clerks distribute mail and mail handlers do the tieing out. 


V. EQUIPMENT UTILIZATION 


Local operating personnel indicate this equipment might be more effectively 
utilized if rearranged and provision made for storing loaded trays. During 
tour 3, the loaded trays exceed the capacity of the system and are stacked on 
trucks and on the floor. The combination of. wing cases, small aisles, and short 
rows makes it difficult for the snpervisor to observe employee performance. 
At the present time, the Executone Call equipment, part of the original installa- 
tion, is not being used. 

For evaluation purposes, this installation cannot be considered as typical as it 
used some previously purchased experimental equipment, modified for installa- 
tion. This was the first of three terminal Mail-Flo installations. The other two, 
Penn terminal (New York) and Ogden (Utah) terminal benefited from the 
experience gained. 

VI. COST STUDY 


The “before” period was.September 7 to October 4, 1957, and the “after” 
period was June 6 to July 3, 1959. Since these dates do not coincide with 
accounting periods, the weekly summaries were compared for accuracy with 
other available weekly reports. Data was recorded by each supervisor on spe- 
cially designed forms at the end of each tour and then summarized by week 
and by tour. 

The “before” period man-hours and volume are slightly above the average for 
the fiscal year. The “after” period data was compiled about 3 months after the 
installation wes considered complete and new WPS tour standards had been 
established. 

VII. ADJUSTMENT 


Analysis of data covering the past 3 years indicated an accelerating degree 
of inflation in letter-size and flat volume records up until April 1959. A 16.525 
precent factor was determined to represent the degree of inflation at the time of 
the “before” study and the volume figures for letter size and flats for that period 
were adjusted accordingly. A similar process was used to adjust fiscal year 
1959 volume figures in order to arrive at an equitable basis for determining the 
percentage relationship between the “after” period and the fiscal year. 
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VIII. FINDINGS 


The dump, cut-up, and cull operation showed considerable improvement in. the 
“after” period. While fewer sacks were handled, there was: a greater pro- 
portionate decrease in hours, improving the sack-per-hour rate from 4.02 to 4.48. 

Distribution of letter-size circulars resulted in an increase in man-hours. The 
number of pieces per hour dropped from 990 in the “before” period (after 
volume adjustment) to 970 in the “after” period. The adjustment factor, 
16.525 percent, applied to letter-size circular mail reduced volume from 13,783,000 
to 11,505,000 pieces. The net effect resulted in 115 additional man-hours. 

Distribution of flats showed a slight increase in the pieces-per-hour rate from 
662 up to 698, resulting in a decrease of 295 hours for a 4-week period. 

The letter-size cases installed in conjunction with this Mail-Flo system were 
increased from 63 to 77 holes and flat cases from 45 to 56 holes, resulting in an 
elimination of approximately 11 million secondary piece handlings annually. 

The projected annual reduction of 7,336 man-hours is the net result of the 
improvements made. 

IX. CAPITAL INVESTMENT 
Mail-Flo: 
- converor ainits; estimate costes... =... .....4-26-502. 22nd * $4, S00 
Modintcation, additional equipment and controls, freight, and instal- 
lation: 
The Rapids-Standard Co., Inc 
Control Design & Fabricate, Inc 


Subtotal 
Sorting cases : 


28 letter-size 77 hole, at $98 
28 flat-size 56 hole, at $42 





Subtotal 


* Since this equipment had served its original purpose and was salvaged from storage for 
this installation, the $4,800 cost of these components could be excluded from consideration 
in this report. This would not materially affect the payout period. 


X. OPERATING EXPENSE 


Maintenance.—The maintenance is performed by the regular custodial force. 
Some repairs and minor changes have been made to the Mail-Flo system by 
maintenance personnel for which no cost has been assigned because of its 
relative insignificance. 

Custodial_—There has been no increase in the custodial force as the same 
space was maintained prior to Mail-Flo. 

Tight, heat, and power.—The increased cost for electricity results from the 
use of 28 electric motors in the Mail-Flo system, based upon the size and type 
of the motors and the kilowatt-hour rate. It has been determined that the 
motors are in use on an average of 12 hours per day and utilize 180 kilowatt- 
hours. The additional cost at the current rate approximates $71.49 per account- 
ing period or $929 annually. 

Depreciation.—The estimated service life of the equipment used in the Mail- 
Flo system has been estimated as 10 years. Annual depreciation on the capital 
investment of $68,900 using an estimated life of 10 years is $6,890. 

Training costs.—No special training costs are included in this report since the 
regular personnel training program offered suffices. 
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LETTER SORTER 





The following report dated May 2, 1958, was prepared by the Division of 
Cost Analysis, Bureau of Finance, covering the study of the “before and after” 
costs of the pilot Transorma letter-sorting machine operation at Silver Spring, 
Md. 

At the then existing level of utilization (46 percent of operating capacity) 
with then wage rates, the payout period of the machine based on savings before 
depreciation of $20,087 was 5.9 years, which is considerably less than the 
life expectancy of such equipment. Indicated annual savings after deprecia- 
tion at a 10-year rate on an investment of $118,400 were $8,247. The report 
also indicates a payout in 4.5 years if the utilization rate is 55 percent. It is 
currently (January 1960) running at 54 percent of capacity. 


Post OFFICE DEPARTMENT, 
BUREAU OF FINANCE, 
Division or Cost ANALYSIS, 
May 2, 1958. 


Subject : Cost analysis report—Transorma operations, Silver Spring, Md. 
I. PURPOSE 


This report presents a cost analysis of the pilot Transorma letter-sorting 
machine operation installed at the Blair station of the Silver Spring, Md., post 
office. 


II, CONCLUSION 


Comparison of distribution by Transorma versus manual indicates labor 
reduction of approximately $30,000 per year before giving effect to offsetting 
additional costs for depreciation, training, maintenance, and power. Applying 
a 10-year amortization, the charge for these items equals $22,000 resulting in 
an indicated cost reduction of $8,000 per year. If a 5-year amortization is 
assumed, the additional depreciation charge of $11,800 would offset and over- 
absorb the indicated savings by $3,800 per year. These results are based on the 
present utilization rate of 46 percent of operator capacity. If by an increase 
in mail volume the utilization were increased to an attainable 55 percent, the 
cost reduction would be increased by $6,000. Details covering development of 
these conclusions follow. 

Based on a continuation of these cost reductions at the current levels of equip- 
ment utilization and wage rates, the payout period for this installation (assum- 
ing no end-of-service salvage value) is approximately 5.9 years. 


III. DESCRIPTION 


Mechanized performance data periods 

Studies were made during two periods after installation, June 10-14, 1957, 
and October 28-November 1, 1957. The Transorma was placed in operation 
during May 1957 and for some time was in somewhat preliminary (shakedown) 
operation, including the initial study period June 10-14, 1957. 


Prior manual performance data selection 

No “before” actual study data were available since the plans and programs 
for the installation of the Transorma were not then participated in by the 
Division of Cost Analysis. To obtain “before” performance data, regular volume 
and man-hour records available had to be relied upon. Two 5-day “before” 
periods, December 3-7, 1956 and April 8-12, 1957, were selected for representing 
the conditions before the installation of the Transorma. 

During the December and April periods, Blair station was equipped with 77-hole 
outgoing primary cases so that these periods refiect 77-hole case performance. 


IV. COMPARATIVE PERFORMANCE 


(Note. In stating Transorma volumes herein, double credit is allowed for 
originating mail for local delivery for proper comparison with the “before” 
period when such mail was counted as originating mail and again counted on the 
incoming side and reported accordingly.) 
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1. Transorma versus manual distribution (after installation) 

While absolute comparison of Transorma distribution with manual distribu- 
tion cannot. be made since much of the letter mail manually distributed is not 
machine size, the following is a comparison of letter mail distribution during 
the October 28-November 1, 1957, period as between Transorma distribution and 
manual distribution : 

TRANSORMA DISTRIBUTION 











Monday ‘Tuesday — Thursday Friday Total 
ay 
MER catge sco bscdeab ct ae 119, 701 145, Oe 154, 315 146, are 171, 437 736, he 4 
i ae Wako a beatae 65.2 95. 94.2 106. 6 
Pieces per hour... I Aa ediadidhs eel 1, 835 1,52) 1, 638 1, "500 1, 608 1, 7e08 





MANUAL LETTER DISTRIBUTION 











OE 8 cas ki tidssndeupatas 81, 158 74, 413 69, 180 49, 556 83, 876 358, ys 
eee : 1 7.7 56.3 53.5 64.5 332. 
Pieces per hour. .---- : 1,009 958 1, 229 926 1, 300 3, O78 

















Present use rate.——Based on volume of about 47 million machine distribution 
letters (quantity processed during the October 28 to November 1, 1957, test period 
extended to an annual basis and affording a 46 percent machine utilization 
rate) the indicated man-hour reductions are: 








Pieces per Hours re- Average 
hour quired work-hour Amount 
rate 
Transorma letter mail distribution -_.-....--.-. 1, 608 29, 253 $2. 29 $66, 989 
Manual letter mail distribution. -..-..........-. 1, 078 43, 635 2. 22 96, 870 
eT |) rn ks Feed ae ee PEE Pieccinnccnasass 29, 881 

















NotE.—The average work-hour rate has been adjusted to cover the increase to those employees who 
receive level 5 salary, instead of level 4, when operating the Transorma, 


2. Transorma versus manual distribution (alternate comparison) 


The above calculations were checked with actual mailhandling cost data for 
Silver Spring prior to installation of the Transorma. This check was based on 
the periods December 8 to 7, 1956, and April 8 to 12, 1957. 

During the December and April periods separate volume data were available 
for letters and flats but man-hours spent in processing flats were combined in the 
records with hours required for processing letter mails. The hours used in 
distributing letter mails was estimated for the earlier periods by eliminating 
equivalent hours for flat distribution and for dumping, culling, etc. based on 
performance in the later periods when more detailed data were available. 

This check indicated that the rates of performance and manpower reductions, 
stated above due to the use of the Transorma machine for letter distribution, 
are reasonable.. 
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Vv. TRANSORMA PERFORM ANCE—IMPROVEMENT 


The following statistics show the improvements in performance of Transorma 
operations (from 1,326 pieces per hour to 1,608 pieces per hour) between the 
initial study period June 10 to 14, 1957, and the period October 28 to November 1, 
1957. 

JUNE 10 THROUGH JUNE 14, 1957 





Monday Tuesday ew Thursday Friday 
day 





Volume _- 115, 968 135, 686 126, 739 146, 422 153, 422 
Operation and servicing hours 81.9 95.6 107.3 105. 2 121.4 


Average pieces per hour- 1,415 1, 419 1, 181 1, 392 1, 264 
‘ 











OCTOBER 28 THROUGH NOVEMBER 1, 1957 





{ 
ENS. hckcen ocose : 119, 701 145, 013 154, 315 146, 289 171, 437 
Operation and servicing hours 65. 2 95. 4 94.2 96.9 106.6 




















Average pieces per hour. 1, 835 J, 520 1, 638 1, 509 





VI. INDIRECT REDUCTIONS 


The larger separation capacity of the Transorma now sorts mail for Wash- 
ington, D.C. into 27 zones saving one distribution at the Washington, D.C., post 
office. Previously, this mail was sorted to zoned and unzoned only. A count 
taken during the tests indicates approximately 10,000 pieces of mail are zone 
separated daily which should reduce man-hour requirements by 7 hours daily 
(approximately $4,000 per year) in the Washington post office. This is not 
included in the indicated cost reduction. 


VII. UTILIZATION 


During the October 28 through November 1, 1957 study period the Transorma 
machine, if operated at full capacity, would have required 600 operator man- 
hours. Actually, it was manned only to the extent of 276 operator man-hours 
or 46 percent of its maximum operator capacity. 

Although the normal operator complement is five, during various. periods of 
the week less than five operators (a partial crew) were employed and during 
some periods, particularly in tour No. 2 (7:30 a.m. to 3 p.m.), the Transorma 
was shut down. In view of the fact that the Transorma is not being used to 
its capacity, the evaluation of manpower reductions indicated at Silver Spring 
cannot be considered as maximum in anticipating savings. Occasionally, due to 
the workload of mail which cannot be handled on the Transorma, trained opera- 
tors are taken from the machine and required to do manual distribution of 
flats, ete. in order that such mail may be handled within the 24hour limit. 

Considering mail volume flow, need for handling preferential mails on a pref: 
erential basis, the 24-hour delivery requirement, dispatch requirements, irregu- 
larities in circular mails workload, availability of trained operators, operator 
fatigue factor, mechanical adjustments, etc. at Silver Spring, it is believed that 
machine utilization in excess of 55 percent can hardly be expected. However, 
at larger offices where the effect of these conditions could be minimized, it is 
believed that 65 percent utilization could be attained. 

If the utilization of this equipment at Silver Spring post office could be in- 
creased to 55 percent of operator capacity, the indicated cost reduction (below 
estimated manual operation costs) would be approximately : 


10-year amortization 
5-year amortization 


At 65 percent utilization the indicated cost reduction would be approximately : 





10-year amortization 
5-year amortization 





ea ae Se ee re 
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VIII. COST ITEMS 


The following items of cost are properly chargeable to the Transormy. 
operation : 
Depreciation: The total cost of the installation is $118,400 including 
Transorma, customs duty ($12,462), conveyor, installation cost, post 
office labor, etc. The life of the Transorma is estimated to be 15 
years, but for depreciation purposes this estimated life is reduced 
to 10 years to give effect to obsolescence resulting from possible new 
mail-handling developments 
Power: Estimated increase in electric power consumption per year____ 
Training: Training of employees is a continuing charge to the Post 
Office Department ‘and those: employees who have been trained on 
Transorma are also qualified in other post office work. It ‘has been 
estimated that each operator requires 170 hours training, becoming 
proficient in the equivalent of five schemes. Considering that there 
is now allowed up to 30 hours on-the-job training for mastering 
individual manual schemes, the five-scheme equivalent could account 
for 150 hours of the 170 hours training, netting down to about 20 
hours training per operator required for machine proficiency. Giv- 
ing effect to holidays, Saturday and Sunday replacements, annual 
and sick leave, a complement of 30 operators is required for opera- 
tion at the present rate of utilization. Allowing for a one-third 
annual turnover rate would require additional training allowances 
for 10 operators: 20 hours each, or 200 hours annually, at $2.22 
per hour___ 
Maintenance: Preventative maintenance is a continuing “operation: on 
the Transorma and the maximum attention is given to this feature 
due to the importance of this installation and the publicity it has 
received. During the week of October 28 through November 1, 1957, 
a total of 66.5 hours were spent in preventative maintenance and this 
projected on an annual basis would indicate a total of 3,460 hours, 
or approximately ee 8, 750 
(Although a five-man maintenance crew is employed, only one 
man is available per tour and his time, other than the recorded 
maintenance time shown above, is utilized on other maintenance 
duties not only for Blair station but other branches of the Silver 
Spring post office. ) 











Total additional annual expenses (based on 10-year amortiza- 
tion) 21, 634 
Total additional annual expenses (based on 5-year amortiza- 


Inasmuch as this equipment has now been released to the Bureau of Opera- 
tions by the Office of Research and Engineering, it is recommended that the 
regional cost officer perform progressive analyses of Transorma as experience 
in the operation continues. The Division of Cost Analysis will provide data 
files to date and such assistance as may be essential. No unusual changes 
which would effect results have taken place to the present time since the Oéfober— 
November 1957 test period. Certain repair work is now underway in connection 
with improving the accuracy of piece counters at each operator station. 


PARCEL Post SORTER 


The following report dated October 6, 1958, covering operating performance 
before and after installation of the Greller parcel post distributing system at 
the parcel post annex, Baltimore post office, was prepared by the Division of 
Cost Analysis, Bureau of Finance, in coordination with the Washington regional 
controller. 

Based on comparison of the before and after installation period performance. 
there are annual net savings of approximately $20,000 after depreciation at a 
10-year rate, and $59,000 before. At this rate of savings before depreciation, the 
investment of $388,552 should be recovered in approximately 6.5 years. 


50436—60——28 
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Post OFFICE DEPARTMENT, 
BUREAU OF FINANCE, 
Drviston or Cost ANALYSIS, 
October 6, 1958. 
Subject: Greller Parcel Post Distributing System, Baltimore, Md., interim re 
port on cost analysis studies 
1. GENERAL 


This interim report covers cost studies and analysis of parcel post handled 
by the Greller system at Baltimore utilizing work performance standards rec- 
ords covering selected periods while the Greller system was in operation and 
before the system was installed. This system is an experiment of the Post Of- 
fice Department in the mechanical processing of parcel post. 


2. PURPOSE 


The purpose of the study was to determine the degree of improvement in 
cost, if any, as between the “before” and “after” installation periods. To ac- 
complish this, it was necessary to determine a “before” volume count which 
would be on a comparable basis with the selected “‘after” period, taking into 
consideration the methods of reporting on the various work performance stand- 
ards operations. Additional studies were then made to determine the improve- 
ment in performance of one Greller period over another. 


8. RESULTS OF THE STUDIES AND PAYOUT PERIOD 


The studies reveal that more volume is being handled with less man-hours. 
The computed reduction of 28,970 man-hours in the “after” period over the 
“before” period represents an annual saving of $81,695. Maintenance, ad- 
ditional power costs, and depreciation at the rate of 10 percent reduce the com- 
puted annual savings to $20,502. 


Table of computed annual savings 





Annual savings—28,970 man-hours at $2.82 $81, 695 


Less: 
Depreciation 38, 855 
Maintenance 20, 308 
Power costs 2, 030 

















Total 61, 193 





20, 502 
The $2.82 rate is the national average Government cost per clerk-mailhandler 
work-hour, including the cost of paid leave and fringe benefits. 


On the basis of the computed savings developed by this cost analysis study, 
the Greller system should pay out in 614 years, 


4, SELECTION OF THE “BEFORE” AND “AFTER” PERIODS 


The 16-week period from June 30 to October 19, 1956, was selected as the 
“before” period for comparison with an “after” period of June 29 to October 
18, 1957. The conclusion to use these periods was reached after study of work 
performance standards reports, which indicated identical reporting procedures 
for the periods selected. 


5. REVISION OF “BEFORE” COUNT 


During a visit to Baltimore, the question of the manual count was discussed 
because it seemed out of line with general trends and showed a volume in the 
early period greater than the present volume. To correct this condition and 
bring the “before” count into line with the volume recorded. by the machine 
counters and with the general trend of parcel post volume, the following pro- 
vedures were adopted : 

(a) An independent study was made of the trend of outgoing parcel post, using 
the volume figures for June 27 to October 16, 1955, against June 30 to October 
19, 1956, both periods being before the Greller was installed, and it was found 
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that 1956 exceeded 1955 by 7.89 percent on the primary, and 9.3 percent on the 
secondary operations. 

(b) It is considered that the percent of increase in piece handlings over the 
selected comparable ‘before’ period would be approximately the same as the 
conversion rate count when comparing June 30 to October 19, 1956, with June 27 
to October 16, 1955. 

(c) Further studies extending back to 1954 substantiate this trend. 

(d) The “before’’ period count therefore was adjusted to produce an increase 
in the “after” period of 7.89 percent for primary and 9.25 percent for secondary 
workload. 

6. COMPUTATIONS TO REFLECT RESULTS OF OPERATIONS 


Primary—Outgoing 

After making adjustments the equivalent hours required to process the current 
volume at the “before” rate were computed. The results revealed that the com- 
bined “D” distribution and “S” service operations increased by 215,507 units or 
7.89 percent the equivalent of 1,449 hours whereas the actual hours used in- 
creased by 1,353 or 7.3 percent, resulting in a net gain of 96 hours. The “D” 
operation shows a net loss of 7 hours whereas the “S” operation indicates a gain 
of 1083 hours. (Exhibit I omitted.) 
Secondary—Outgoing 

The secondary workload for the combined “D” and “S” operations increased 
by 252,524 units or 9.25 percent, the equivalent of 3,466 hours. Actual hours de- 
creased by 5,352 hours, or 14.28 percent, resulting in an overall gain due to im- 
proved performance of 8,818 hours. ‘The individual “D” operation showed a gain 
of 2,771 hours due to an increased production rate from 142 to 164 parcels an 
hour. The improvement in the secondary operation is in the service function 
which accounts for 6,047 of the 8,818 hours gained. (Exhibit II omitted.) 

The greater improvement resulting from the Greller installation is found in 
the secondary distribution. While it is true that the pieces per man-hour in- 
creased from 142 to 164, or approximately 15 percent, the principal improvement 
is the reduction of “S” hours used in the manual movement of parcel post. be- 
tween the primary and secondary operation. Under work performance stand- 
ards procedure these hours are charged to the secondary distribution. 

The above-mentioned improvement in the “D” operation could be attributed 
at least partially to the fact that in making the secondary distribution, the par- 
cels are fed to the operator who works from a waist-high level. 


Combined primary and secondary—Outgoing 
The primary and secondary operation for both “D” and “S” showed an in- 
creased workload of 468,031 piece handlings or 8.57 percent the equivalent of 
4,915 hours. The actual combined hours used decreased by 3,999 or 7.16 percent, 
resulting in a gain of 8,914 hours due to improved performance. (Exhibit III 
omitted.) 
7. RESULTS CONVERTED TO ANNUAL BASIS 


The study period consisted of 16 weeks. Witth sustained performance at the 
rates established, the improvement for a full year would amount to 28,970 hours. 


8. GRELLER SYSTEM PERFORMANCE 


In addition to the studies of performance for a 16-week period “before” instal- 
lation and 16 weeks “after” installation, studies were made of the performance 
of the Greller system itself for two 16-week periods subsequent to the date of 
installation. The dates selected were January 12 to May 3, 1957, and January 11 
to May 2, 1958. The results showed an increase in volume of 850,019 piece han- 
dlings with an increase of only 614 hours. The production rate of pieces per 
hour increased by 13 from 110 to 123. (Exhibit IV omitted.) 

In addition to the gain in performance with the use of the Greller installation 
the station superintendent reported that all parcel post mail is processed on the 
same day as received. This condition prevailed even during the Christmas 
seasons. Previously large backlogs existed during rush periods. 


9. UTILIZATION 


The present facilities at the Baltimore parcel post station do not lend them- 
selves to a continuous fully efficient Greller operation. Parcels are placed on 
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the conveyors as they arrive at the station and through lack of storage space 
must be processed from time to time to allow for the next loads to be handled. 
This necessitates the starting and stopping of the machinery which mitigates 
against a fully efficient operation. Studies made during busy periods and during 
normal periods to determine the number of hours each day the Greller was in 
operation and the number of starts and stops showed that during 14 days in 
April 1958 it was operated on an average of 8 hours 22 minutes a day. In May 
1958, 8 hours 5 minutes, and in December 1957 it operated on an average of 12 
hours a day. While the machine is stopped every day due to lack of mail and 
for lunch periods, mechanical stoppages occurred on 18 days in December 1957, 
but in only 2 days in April 1958 and 5 in May 1958. 


Summary of utilization 





Dec. 7: 28, 


| Apr. 17-30, 
1958 








ie ein dice ohaeeniindmn ginsistmiewann es i 
Average hours per day in operation 

Number of pieces- --- 7 

Number per machine- hour... 


{ 
Number of days studied | . ? 2 





18 hours and 22 minutes. 
28 hours and 5 minutes. 


10. ELECTRIC POWER COSTS 


After the Greller system was in operation the electric power bills for a com- 
plete year were greater: by $2,030 than for the prior year. Since there were no 
changes in rates and no other additions to the electric equipment this amount 
is considered to be chargeable to the mechanized system and, therefore, a part 
of the “after” cost computation. 


11. COST OF THE GRELLER EQUIPMENT 


The total cost of the Greller equipment including conveyors and electric 
wiring as recorded on the books at headquarters up to June 13, 1958, amounts 
to $388,552, summarized below : 

Greller equipment. electronic parts, including labor__________________ $142, 821 
Conveyors, wiring. ducts, vents, ete 245, 731 


Total 388, 552 


12. DEPRECIATION 


There are no experience figures on the probable life of the Greller system, but 
on a conservative basis of 10 years, the annual charge would be $38,855. 


13. MAINTENANCE 


Four maintenance personnel are employed at an annual cost of $20,308. 
While they are not engaged in full-time repair and maintenance work, never- 
theless they are required to be on hand to continually service the equipment 
and to put it back into operation after each stoppage. 

Maintenance material and replacement parts have been minor since the 
machine was installed, only 10 electronic tubes have had to be replaced at a 
cost of $1 each and 12 paddles at $32 each purchased as an emergency measure 
are still on hand. Miscellaneous small hardware purchased locally amounts 
to approximately $75. 


14. ADDITIONAL EQUIPMENT DEVELOPMENT 


Engineering activities are still underway and it is recommended that when 
these have been completed, further cost analysis studies will be made. 
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Mark II FAcER-CANCELERS 


The following report dated July 24, 1959, was prepared by the Division of Cost 
Analysis, Bureau of Finance, covering an analysis of data reported July 1, 1959, 
by the Office of Research and Engineering on the mark II facer-canceler 
performance. 

The cost basis of $40,500 used was for a unit of two mark II facer-canceler 
machines and one batching table. The estimated annual savings were $22,583. 
The payout period of the equipment with present wage rates is 145 years at the 
present level of utilization. This estimate is after all operation and mainte- 
nance costs but before depreciation. After depreciation the annual saving is 
estimated at $15,043 per unit as defined. 


Post OFFICE DEPARTMENT, 
BUREAU OF FINANCE, 
Division oF Cost ANALYSIS, 
July 24, 1959. 
Subject: Mark II facer-cancelers, Washington, D.C., post office. 


I, PURPOSE 


This report is an analysis of data presented in memo from Mr. Plummer to 
Mr. Sessions, July 1, 1959 (IEO:GWH:EA), to determine the cost relationship 
of the mark II method compared with the regular (International Machines) 
facing-canceling activity at the Washington, D.C., post office. 


II. CONCLUSION 


Based on review and verification of data compiled by O.R. & E. and other basic 
WPS data, the estimated annual cost reduction due to use of the mark II ma- 
‘chines is $15,000 per unit (two machines, one table) allowing for 5-year amorti- 
zation, as outlined in this report. 

With a continuation of these cost reductions, the payout period (assuming no 
salvage value) is approximately 144 years. 

If the percentage of volume processed through the mark II is increased over 
and above the 50 percent of total pieces canceled, greater cost reductions could be 
realized (July 6-10, 69 percent, par. VII). 


III. SCOPE 


A. The O.R. & E. report was compiled from WPS records for accounting 
period No. 12, postal fiscal year 1959, with volume and man-hours recorded sepa- 
rately for the three mark II and the four International units: operating. 

B. Low productivity of 1,884 pieces per man-hour for the mark II units and 
1,093 for the International units was reported for the period of April 13-17, 1959 
(referred to as the week of April 20, 1959, in O.R. & E. report). This low pro- 
‘ductivity resulted in an operational study by O.R. & E. and Pitney Bowes repre- 
sentatives beginning about May 1. The first 2 weeks of accounting period No. 12 
(May 2-15, 1959) were devoted to adjustment of equipment and training of per- 
‘sonnel on the mark II units. Effort was made to assign the same trained em- 
ployees to the mark II units whenever feasible. 

C. The last 2 weeks of accounting period No. 12 (May 16-29, 1959) appear to 
be representative of present operations and were used in this analysis, 

D. Brief data were compiled for a more recent period, July 6 to 10, 1959, indi- 
cating that production per man-hour on the mark IT units has been maintained 
or improved since the May 16 to 29 period. 


IV. DESCRIPTION OF OPERATIONS 


The large-scale introduction of mechanical equipment at the Washington, D.C., 
post office, although installed for other purposes, has changed the flow of the 
former dumping and culling operation. Also, the advent of the mark II equip- 
ment has resulted in facing and canceling method changes. For these reasons, 
the following comparative descriptions of operations is provided. 

A. Dumping and culling 
1. Before mechanization of post office.— 
(a) Collection mails received on mezzanine via conveyor belt running parallel 


to culling tables. 
(b) One small culling table, two employees, above each facing table. 
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(c) Airmail, special delivery, handstamped, second-, third-, and fourth-class 
matter removed from collections, thrown on belts for transport to appropriate 
section. 

(d) Remaining mail pushed down chute to facing table below. 

2. After methanization of post office. — 

(a) Collection mails received on main floor via conveyor belt, loaded on nut- 
ting trucks, and pushed to culling belt. 

(b) Portable:conveyor, 35 feet, used for culling for all facing and batching 
tables, with auxiliary conveyor used for culling in peak periods. 

(c) Mail removed from collections thrown in hampers for manual movement 
to appropriate section (transport time included with culling hours). 

(d) Remaining mail goes over end of conveyor belt into small hampers. 
Hampers are moved and dumped manually on facing and batching tables. 

(c) Mark II batching tables and International facing tables receive same type 
of mail. 

(See par. VIII.) 
B. Facing or batching and canceling 

1. International machine units (before and after mechanizsation of post 
office ).— 

(a) Letters handled individually on facing table (airmail and metered letters 
bridged) and faced for mechanical feed to stacker. 

(b) Manpower, eight facers and two machine operators per facing table. 

(c) Location of canceling machines is flexible as they are manually fed from 
stacker. They are also readily movable for replacement in case of breakdown. 

2. Mark II units (after mechanization of post office). — 

(a) Letters are squared in batches for mechanical feed to canceling machine 
(airmial and metered letters bridged if detected). 

(b) Manpower, four batchers and two machine operators per batching table. 

(c) Canceling machines are mounted in tandem with direct feed from batch- 
ing table. 

(7) Rejects from the mark II unit, 70 percent of which is metered mail, are 
taken to the facing table of an International unit for individual piece handling. 
Rejects not included in WPS volume count for the mark II units. 


Vv. MAINTENANCE COST 


From information supplied by the building superintendent, and maintenance 
personnel, the mark II units require approximately one-half hour more main- 
tenance per day than the International units. This additional maintenance is 
estimated at $810 annually per unit of two machines and one batching table. 


VI. POWER USE AND SPACE UTILIZATION 


These two items are not considered in this analysis since the Mark II and 
International machines are very similar in these requirements. 


VII. EQUIPMENT UTILIZATION 


The use of the facing and canceling equipment is limited by two elements, 
availability of mail and corresponding requirements to cancel, distribute, and 
dispatch on schedule. 

During the 2-week period used for this analysis, 50.8 percent of the volume was 
canceled by the Mark II units and 49.2 percent by the International machines. 
In the July 6-10 period, this ratio changed to 69 percent for the Mark II and 
31 percent for the International machines. 


VIII. INCREASED MAN-HOUR USE FOR OVERALL DUMPING, CULLING, FACING, AND 
CANCELING OPERATIONS 


Current overall WPS performance (acounting period No. 13, 1959) for the 
combined dumping, culling, facing, and canceling operation using three Mark II 
units plus other International machines shows a marginal loss in the operation 
from the comparative “before” period performance as indicated in schedule B 
attached. However, it will be noted that this performance is influenced heavily 
by the increase in dumping and culling man-hours which offset the improvement 
in facing and canceling only. 
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It is apparent that the increase in man-hours for the dumping and culling 
operation resulted from the changed physical layout and is not attributable to 
the acquisition of the Mark II equipment. Washington Post Office operating 
officials and O. R. & E. representatives agree in this conclusion. The present 
facility was not adequate to accommodate a mezzanine along with Mail-Flo 
and other mail movement equipment. Mechanical mail culling equipment is 
being tested, and when operationally acceptable, is expected to replace and 
improve the present culling operation. 


Ix. SUMMARY OF ESTIMATED COST REDUCTION 


Manpower, annual cost reduction (schedule A) 9,082 hours, at $2.59*___ $23, 393 
Less additional maintenance________ 810 














Estimated annual cost reduction (except depreciation) _.__-____-_ 22, 583 
Depreciation : 
Mark II unit ($40,500 at 5 years) --______ $8, 100 
International unit ($5,615, at 10 years) _---_-__-_-__-__-__ 560 
——-_ 7, 540 
Estimated annual cost reduction including depreciation__________ 15, 043 
Payout period : 
Cost per unit (2 facing and canceling machines, turnover mechanisny 
and 1 batching tabis) ~.2-..5. 5k $40, 500 
Annual cost reduction (except depreciation) ______________--_____ $22, 583 
Pte MOG eet oe eccobswicunsnatuscaseseseuadaadoe 21% 
— clerk and mail handler productive hourly rate, including fringe benefits. 
* Years. 


ScueputE A.—Mark II facing and canceling machine—Comparison with Inter- 
national facing and canceling machine, Washington, D.C., post office 

















| Mark ITI (3 units) International, A (4 units) 

1959 rw oe Sieh iii Vibha a cee tien. 

Pieces Man- Pieces Pieces Man- Pieces 
hours per hour hours per hour 
May 2to8'___. ences iti ..---]1, 502, 379 716. 1 2,098 |1, 864, 124 1, 537.7 1,212 
May 9 to 15!__._. 1, 355, 545 647.5 2,094 |3, 585. 000 1, 226. 2 1, 293 
May 16 to 22.-...- .--|1, 361, 456 614.8 2,214 |1, 356, 900 1, 084. 6 1, 251 
May 23 to 29. = 1, 472, 847 637.6 2,310 |1, 1 890, 100 | 1, 030.9 1, 348 
Total. ---|5, 692, 227 2, 616.0 2,176 6, , 196, 124 4, 879.4 1,270 
May 16 to 29 (2 weeks) -- : ...|2, 834, 303 1, 252. 4 2, 263 |2, 747, 000 2, 115. 5 1, 299 
Percent of cancellations. - eg i 50.8 |} 49.2 GE Bicasesccss 




















1 These periods not used in this analysis because of mechanical adjustments and training of personnel on 
Mark II machines. 


Mark II volume, 2,834,303 pieces divided by 1,299 pieces per hour. -- snes to secescltela tas iets ok 
Mark II volume, 2,834,303 pieces divided by 2,263 pieces per hour__---. pitnwswaleonaweeneei nat 21, 252.4 
Estimated man-hour reduction for 2-week period...._.._._--- rer imawan wt deaedee 929.5 


1 Man-hours required at International rate. 
2? Man-hours required at Mark II rate. 


May 16 to 29 volume is 47 percent of 12th accounting period, fiscal year 1959 volume. 929.5 divided by 
47 percent equals 1,978 estimated man-hour reduction for 12th accounting period. 

Accounting period No. 12 volume is 7.3 percent of total postal fiscal year 1959 volume (form 1800). 1,978 
man-hours divided by .073 equals 27,096 man-hours estimated annual reduction. 

27,096 man-hours divided by 3 units equals 9,032 hours, estimated annual man-hour reduction per Mark II 
unit (2 canceling machines, 1 batching table). 


—— 











Mark II (3 units) International, A (4 units) 
1959 
Pieces Man- Pieces Pieces Man- Pieces 
hours | per hour hours | per hour 
| ie ee a a spn den 1, 778, 504 699. 8 2, 541 792, 900 636. 1 1,247 
Percent of cancelations.. scabecubonsel 69 Pt eee 31 ee rene 























Source: WPS Data, Wetiauien, D.C., Post Office. Post Office Department, Bureau of Finance 
Division of Cost Analysis, July 24, 1959. 
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ScHEDULE B.—Dumping and culling, facing and canceling operation, accounting 
period No. 13, postal fiscal year 1959 compared with “‘before’’ period Washington, 
D.C., post office 





13 accounting} Percent in- 
June 15 to | 1959 volume | periods postal} crease or 
July 12, 1957 | at 1957 rate fiscal year decrease 
1959 1 from 1957 
rate 


(1) (3) (4) 





I 
N 


Pieces canceled 2 12, 615, 900 11, 686, 451 
Facing and canceling man-hours - --- 3 8, 618 6, 131 
Dumping and culling man-hours 1, 820 3, 668 


Total man-hours 10, 438 9, 799 
Pieces per facing and canceling man-hours...--- 1, 464 1, 906 
Pieces per total man-hour = | ie ees, 1, 193 


a8 





+i 

= 

al ioe 
wow ~o- 


a 
-$ 

















1 Combined operation of 3 mark II and 4 International canceling machine units. 
2 Machine cancellations-facing tables only. WPS allowance for production purposes not used. 


NorTe.—Decrease in pieces canceled due to larger proportion of metered mail in overall volume. 


Source: WPS data, Washington, D.C., post office. 
Post Office Department, Bureau of Finance, Division of Cost Analysis, July 24, 1959. 
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